@ To thousands of motorists throughout 32 states the blue 
and white PURE sign, and Pure’s attractive English cot- 
tage-type station, are symbols of quality automotive 
products. Back of them is a completely integrated com- 
pany with 5,000 production wells, located in nine states 
... seven modern and strategically located refineries . . . 
a well-balanced water, pipe line, railway transportation 
system. Quality is controlled from oil wells to service 
stations. Industrial buyers, too, rely upon Pure Oil for 


quality lubricants, scientifically applied. 


THE PURE OIL COMPANY « U.S. A. 
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Uncertainty Certain 


Fire insurance companies of 
the capital stock type depend 
on the law of averages in op- 
erating their business. The 
law of averages works truth- 
fully only when the insurance 
risk is spread over a great 
area and among many people. 
This done, the degree of uncer- 
tainty in insurance approach- 
es a mathematical certainty. 
Periodically great conflagra- 
tions, tornadoes, and other 
catastrophes create losses that 
upset the average conditions, 
and it is at these times that the 
strength of stock company fire 
insurance is demonstrated. 
We'd be glad to go into this 
in greater detail if you wish. 


SINCE 1854 


THE PHOENIX 
INSURANCE COMPANY 


OF HARTFORD, CONNECTICUT 
Cash Capital - - - $6,000,000.00 
Surplus to Policyholders, $30,839,324.64 
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Resolutions. for 1937 


Ties come from people who already 
own the stock they are tipping and 
who want your buying to help put 
it up or make it easier for them to 
liquidate. 

Impatience, fear and greed are to 
be guarded against as much as poor 
judgment. Pay cash or buy on con- 
servative margin if you would guard 
yourself from these implacable ene- 
mies of rational thought. 

Many a sound buy has been 
missed by the fellow who thought 
it was smart to set his price 1 
pomt under the market. 

A large yield on a common stock 
is not an invitation but a warning. 
Good ones don’t yield 6 or 8 per 
cent as a rule. High yield often 
forecasts a dividend cut or omis- 
sion. 

The market always “looks bad” 
when it is reacting and invariably 
“looks good” when it is going up. 


More money is made from studying 
earnings trends than from watching 
the ticker tape. 

The broker requires margin for 
his own protection, not for the 
speculator’s. Before you figure how 
much you can make by trading on 
a minimum margin, consider how 
much you can afford to lose. 

Percentage works both ways. A 
$10 stock often is more expensive 
than a stock selling at $100. With 
few exceptions there is a very good 
reason why one equity is priced 
low, another high. 

Leverage is advantageous to the 
stockholder when a company’s earn- 
ings are rising, but deals double loss 
to the owner when and if profits 
turn down. Remember that lever- 
age is present only because bond- 
holders or preferred stockholders or 
both have prior claim on earnings 
and assets. 


Future earnings have more to do 
with a stock’s price than current or 
past earnings, and the earnings 
trend is more important than the 


question whether the number of 
shares outstanding is large or 
small. 
Qs > . , . re lif 
Sales are your company’s life 


blood, but working capital is its 
backbone. It must have both to 
survive and prosper. A proper bal- 
ance sheet makes tedious reading 
but is very informative. 

Don’t become an involuntary in~ 
vestor. The reasons for continuing 
to hold a stock or for disposing of 
it when its trend does not conform 
to your original expectations should 
be just as rational as the reasons 
determining the making of a new 
commitment. 

Good resolutions are worthless 
when made on January 1 and for- 
gotten by February 1. 





IN THE NEXT ISSUE 


Ten Stock Market Leaders for 1937 
With Major Advances Indicated by: 


Favorable Industrial Outlook 
Current and Prospective Earnings 


Especially Selectec 


The Legislativ 
BY T} 


L oft Possibilities 


Sound Financial Position 
Strong and Able Management 


‘INE OF WALL STREET STAFF 


Congress Convenes 
'. KNAPPEN 








JANUARY 2, 1937 





Snider-Triangle 


Pine Canyon Dam, under construction for the City of Pasadena, 


Cal., as part of the distribution system of the Colorado River 


Aqueduct. Meanwhile the private utilities await the decision 


whether the New Deal will offer peace or further competition. 
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The Trend of Events 


PUTTING GOLD INTO DEAD STORAGE ... In taking 
steps to “sterilize” gold that will be added to our already 
abundant supply by imports and production of domestic 
gold mines the Government has merely made another 
logical advance toward the objective of a managed 
currency. The Treasury will borrow amounts equal to 
the cost of the gold. As a result the added supply of 
the metal can not further inflate the credit base. Simi- 
larly, gold so acquired by the Treasury could be with- 
drawn on foreign demand without deflationary effect. 

It amounts to setting up a “dead storage” warehouse 
for gold. From this warehouse gold can be withdrawn 
when required for settlement of international balances 
or—as is unlikely for some time—when additional gold 
is needed for credit expansion. The British Stabiliza- 
tion Fund has long handled movements of gold in this 
general manner. The only surprising thing about the 
innovation here is that it was not adopted sooner, for 
heavy imports of gold for two years back gave warning 
that a potentially dangerous situation was_ being 
created. 

Probably Chairman Eccles of the Reserve Board is 
right in saying that our credit system can stand the 
shock of any probable withdrawal of “unsterilized” 
gold—now that future imports will be kept apart from 
the monetary stock. This move is merely preventive, 
not in any sense deflationary. We could ship out 


$5.000,000,000 of monetary gold and, in terms of present 
dollars, still have left more than we had in old dollars 
in 1929—enough in any event to support any needed 
volume of domestic credit. 


NEW DEAL-UTILITY PEACE? ... The Govern- 
ment believes utility rates should be lower and that 
there must be safeguards against repetition of past 
financial abuses. Its general utility policy has been im- 
plemented by three main weapons: Legislation looking 
toward stricter regulation, leans and grants for munici- 
pal power plants and distributing systems, and develop- 
ment of power from T V A and other Federal “yard- 
stick” projects. The policy of the utilities has been to 
resist the attack by resort to the courts. On both sides 
hostility and suspicion have been the rule. 

In the electrical utilities the investment of private 
capital amounts to many billions of dollars. The 
annual revenues are more than $2,000,000,000. Millions 
of our citizens have put their savings in utility securities. 
Other millions make their living working either directly 
for the utilities or in industries supplying the utilities 
with materials. It is obviously of cardinal importance 
that the present dense cloud of uncertainty hanging 
over the utilities be dissipated in order that they may 
feel free to get on with needed expansion of facilities. 
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The outcome of a bitter and protracted war is seldom 
satisfactory to either side. There can be no final salva- 
tion for the utilities in litigation. On the other hand, 
development of distributing systems required for effec- 
tive utilization of Federal power would mean heavy 
loss to private investors and great cost to the taxpayers. 
Surely the time has come for a sane and civilized peace, 
with concessions from both sides. An excellent start 
can be made with a T V A power pool, now under nego- 
tiation but delayed, according to report, by dissension 
within the T V A administration. The President him- 
self initiated these negotiations. We venture the hope- 
ful prediction that he will resolve the present impasse 
soon and that his objective will be co-operation. 


THE SILVER ANOMOLY .... One of the reasons cited 
for enactment of the Silver Purchase Act was the argu- 
ment that the supply of gold was inadequate to provide 
a large enough base for credit. Today, when we see the 
Government concerned by the size of our gold holdings 
and taking steps to prevent further imports from swell- 
ing excess bank reserves, continuance of the silver buy- 
ing program becomes an ever more absurd anomoly. 

Imports of silver likewise add to excess reserves, yet 
the Government under the law must continue buying 
this metal until either the price reaches $1.29 an ounce 
or the stock of silver equals 25 per cent of our total 
stock of monetary metal. Because of greatly increased 
holdings of gold, the ratio of silver held to gold has 
actually decreased during the past year, despite large 
silver purchases. It would seem the time has come to 
stop “doing something for silver” and do something 
about a useless and mischievous monetary policy which 
was forced upon the President by Congress under con- 
ditions far different from those that now exist. 


EFFECT OF SURCHARGE DECISION ... While we 
sympathize with railroads which are likely to feel sub- 
stantial immediate losses as a result of the refusal of 
the Interstate Commerce Commission to extend the 
emergency surcharges, it can not be denied that the 
decision is a logical one. These increased rates on cer- 
tain classes of freight were granted on plea of acute 
emergency. Although the carriers in the aggregate are 
far from easy street, certainly acute emergency no 
longer exists. Traffic and revenues have shown sub- 
stantial improvement during the past year. 

The surcharges were estimated to provide approxi- 
mately $120,000,000 a year in additional revenue, but it 
does not follow that their elimination will mean a loss 
of $120,000,000 in revenue during 1937. We would not 
go so far as to contend that the effect of the lower 
shipping charges will be as favorable as was that of the 
recent reduction in passenger rates—a move also vigor- 
ously opposed by some of the biggest rail systems. No 
doubt some kinds of freight would tend to move over 
the railroads without regard for minor rate revisions— 
but as a basic economic principle lower charges should 
bring some increase in business. 


There is, fortunately, no reason to suppose that the 
Commission’s decision will have more than minor and 
temporary effect upon the volume of railroad equip- 
ment buying. On the bright side, also, this immediate 
loss in surcharge revenue greatly strengthens the case of 
the carriers in opposing the proposed shorter work day 
and other cost-raising Federal legislation. What the rail- 
roads need is business recovery and reasonable freedom 


to benefit from it. 


INCREASED PURCHASING POWER .. . Although 
the cost of living is rising and probably will move up 
at a somewhat faster pace early in 1937 as recent price 
advances in wholesale markets find their way into retail 


goods, it is improbable that the rise will outrun general 
consumer purchasing power over the next three to six 
months. Beyond that time it would be useless to specu- 
late, for it remains to be seen whether the present in- 
cipient cycle of wage-price inflation will assume run- 
away momentum or be checked by a sobering trade 
recession. 

For the present industrial payrolls are maintaining a 
level about 20 per cent higher than a year ago, while 
the cost of living, according to the National Indus- 
trial Conference Board, is only 3 per cent higher than 
a year ago. Moreover, wage increases granted by many 
companies in December have not yet found their way 
into the official estimates of payrolls. White collar 
workers, farmers, professional people and other classes 
no doubt are experiencing an increase in income less 
rapid than that of wage workers, but nevertheless the 
gain in income by the great majority of individuals 
during the past year has substantially exceeded the ad- 
vance in living costs. When it no longer does so recov- 
ery will be on a dangerous foundation. 


PREPARING FOR NEUTRALITY .. . The Supreme 
Court’s seven-to-one decision upholding the basic legal- 
ity of the Government’s Chaco neutrality resolution of 
1934 will be welcomed by the Administration as paving 
the way for permanent neutrality legislation which will 
leave broad discretionary powers in the hands of the 
President. That anyone could seriously question the 
proposition that the Federal Government should be, 
and is, supreme in the conduct of the nation’s foreign 
relations is surprising. Here certainly can be no ques- 
tion of states’ rights. 

The President’s objective is clear. It is not only to 
keep this country out of war but to prevent a war- 
inflated trade boom, with the inevitable aftermath of 
eventual post-war collapse. The problem is a delicate 
one. In the final analysis it will involve rigid control 
of exports. It may even involve “interning” of foreign 
short-term balances held here at outbreak of war, much 
as a foreign battleship of a belligerent would be interned. 

Yet to a beleaguered nation all goods going to an 
enemy country constitute contraband. Perhaps the 
answer is to restrict exports to any belligerent to an 
average of a reasonable preceding peace-time period and 
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then let the buyers “come and get it” or let American 
ships proceed at their own risk. We might lose “face,” 


and that is painful, but war also is painful. We might 
have a hard time restricting war trade flowing through 
neutrals to belligerents, but that effort also will have 
to be made. 

When all is said and done the definition of a de- 
fensive war is a war fought on the defender’s own ter- 
ritory. We are in no danger of such a war and if it 
came we would be prepared. We can defend democ- 
racyv—our own brand—without fishing in troubled 
European waters. 


UP WITH A RUSH ... Of all capital goods industries, 
railroad equipment is farthest under the level of activity 
attained in the prosperous 1924-1929 period. Yet the 
significant thing is that revival not only became clearly 
defined during 1936 but assumed remarkable momentum 
in recent months. As a result more new freight cars 
and locomotives were on order on December 1 than on 
any corresponding date since 1929. 

Bookings of freight cars totalled 19,844, as compared 
with only 4,490 a year ago and only 1,771 two years 
ago. The comparable figure in 1929 was 30,561. There 
were 111 steam and 5 electric or Diesel-electric locomo- 
tives on order, as compared with total of only 17 
locomotives a year ago. The comparable figure for 
December 1, 1929. was 299. The percentage gains of 
the past year are enormous, but are, of course, magnified 
by taking the acutely depressed orders of 1935 as a 
basis for comparison. 

During the first eleven months of 1936, 39,556 new 
freight cars were placed in service, an increase of 32,802 
over the total for the corresponding period of 1935, but 
not much more than half the total for the first eleven 
months of 1930. During the same period 77 steam 
locomotives and 32 electric or Diesel-electric locomotives 
went into service, the best showing since 1931. 


CURBING SPECULATION ... At this time when the 
Administration is showing concern over the potentiality 
of a speculative boom and is preparing measures aimed 
at further restriction of stock market activity. several 
complex questions will present themselves to the philo- 
osphical mind. At what point does speculation become 
excessive? Is excess or absence of excess to be measured 
by the volume of credit utilized in stock speculation or 
by the level of stock prices attained? Thirdly, can any 
law or regulation kill the speculative instinct in human 
beings when they believe the opportunity for profit is 
present, or will restriction merely shift speculation to 
new outlets? 

If we base the measure of excess in speculation upon 
credit utilized in the stock market or in bank collateral 
loans, obviously there is no excess. If we base it upon 
the price level, we are confronted by the reality that 
no board or commission is wise enough to determine the 
validity of any prevailing average of prices, much less 
the proper individual prices for more than a thousand 


different stocks. Stock prices are made by the con- 
census of opinion among the investors and speculators 
of the world. There is no other basis upon which a 
free and open market can exist. 

Finally, it might be well to remember that the above 
questions are not new but very old. Nearly thirty 
years ago the Hughes Commission, headed by the pres- 
ent Chief Justice of the United States Supreme Court, 
gave extended study to the problem. At that time Ger- 
many had applied strict curbs on stock speculation. 
What happened was described in 1909 by the Hughes 
report as follows: 

“Foreign brokers, seeing a new field of activity opened 
to them in Germany, flocked to Berlin and established 
agencies for the purchase and sale of stocks in London, 
Paris, Amsterdam and New York. German capital was 
thus transferred to foreign markets. The Berlin Ex- 
change became insignificant and the financial standing 
of Germany as a whole was impaired.” 

Of course, it may be argued that the Government 
could also place bans on all international movement of 
capital. But the point is that once restraint is imposed 
on strong human impulses there is no end of autocratic 
regimentation. One step leads inevitably to another 
and the end is the totalitarian state. The United States 
will not go that way. 


RECORD WHEAT PLANTING .... Government esti- 
mates of acreage planted to winter wheat show that 
improved prices, both domestic and in the world mar- 
ket, have had the inevitable effect of greatly expanding 
the potential supply. Washington reports 57,187,000 
acres planted to winter wheat, as compared with only 
49,688,000 in 1935. This is a new all-time high by a 
large margin, the former peak having been 51,391,000 
in 1918, a figure which reflected the influence of war 
prices. 

Is this fact bearish on the wheat price outlook? 
Authoritative British estimates of import requirements 
and exportable surpluses point to a net world surplus of 
only 84,000,000 or far under normal. Moreover, record 
acreage does not necessarily mean record harvests in 
this country. Winter killing has more than once taken 
twelve to fifteen million acres out of production. Finally, 
enlarged consumption—resulting both from growth of 
world population and better times in most countries— 
must be taken into account. It has happened before 
that large American wheat crops have brought generally 
good prices and can happen again. 

For all of these reasons the wheat market at Chicago 
apparently has declined to place a bearish interpreta- 
tion upon the Government's acreage estimate. 


THE MARKET PROSPECT ... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 335. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. Monday, December 28, 1936. 
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What's Ahead for the Stock Market? 


BY A. T. 


ie customary year-end rally is in progress as this 
analysis is written. Thus an historical tradition is 
maintained, although the speculative good cheer of the 
season would no doubt be greater if the rally had 
started from a higher level. As it happened, it devel- 
oped after a week of reaction aggravated by labor unrest 
in the motor and steel industries and by a sharp relapse 
in rail issues touched off by the refusal of the Interstate 
Commerce Commission to extend the 
emergency freight surcharges. 

As measured by the daily Dow-Jones 
averages, the industrial group has held 
within approximately an 8-point trad- 
ing range for six weeks, the utility group 
is about where it was four months ago 
and the rails have exerted a dragging 
influence since the middle of October. 
Moreover, in each of these groups-— 
notably in industrials—the utmost 
irregularity and selectivity is present. 

What is the outlook as we enter 1937? 
In answering this question we wish to 
emphasize that we believe general busi- 
ness activity will show a further sub- 
stantial gain for the year as a whole, 
that we see no probability of an carly tightening of 
money rates sufficient in degree to influence sound 
securities adversely and that we are confident that any 
reactions in prospect can be regarded as merely tempo- 
rary interruptions in the long range upward trend of 
equities. 

Nevertheless we have a feeling that the market is 
likely to be even more selective than it has been during 
the past year and that for the present a high degree of 
caution is advisable in the making of new commitments. 
For the near term there are various uncertainties which 
are capable of restraining general speculative and in- 
vestment enthusiasm. We list them as follows: 

1. Possibility of an intermediate recession in busi- 
ness, following recent weeks of extraordinarily fast ad- 
vance, over-speculation in some commodities, heavy 
forward buying and failure of year-end trade to live up 
to the over-optimistic predictions of early December. 

2. The threat of labor troubles or the alternative of 
wage and hour concessions which will either force fur- 
ther undesirable advances in prices of manufactured 
goods or curtail profits. 

3. The apparent probability of some revision of the 
capital gains tax which may produce a period of market 
readjustment and which meanwhile will make for cau- 
tion in investment attitude. 
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4. Probable curtailment in the pace of bank deposit 
expansion as new borrowing by the Government declines 
or terminates, reflecting a Federal budget balanced, or 
nearly so, as far as cash income and outgo are con- 
cerned. 

5. A more vigorous effort by the Treasury, the Fed- 
eral Reserve Board and the SEC to prevent either 
a credit or a stock market inflation. 

6. The speculative precedent that 

the stock market has never—even in the 
1924-1929 period—had more than two 
successive years of strong and general 
advance. 
7. The convening of the new Con- 
gress and uncertainty as to the charac- 
ter and scope of additional business 
legislation. 

On the favorable side, aside from the 
fundamental economic and credit fact- 
ors that we have constantly emphasized. 
is the fact that the present technical 
position has been strengthened by many 
weeks of irregular correction in indus- 
trial stocks, while in rails and _ utilities, 
of course, it is self-evident that no top- 
heavy speculative position exists. Indeed, the present 
technical position in rails and utilities would be subject 
to successful exploitation, given any important change 
for the better in the Washington news relating to these 
industries. Although it will probably take some time to 
reveal the inclinations of Congress as regards legisla- 
tion affecting the carriers, a clarification of the relations 
between the Government and the utilities is distinctly 
a near-term possibility, if not probability. It is under- 
stood that the negotiations seeking a basis for co-opera- 
tion in the distribution of TV A power have struck a 
snag because of controversy as to policy within the 
TVA administration; and it is believed that President 
Roosevelt will find it necessary to make the decision as 
to whether a co-operative policy will replace the New 
Deal-utility warfare or whether the Government is to 
go the whole way in distribution of power from Federal 
power sites. 

If this is true, it is obvious that a Roosevelt decision 
interpreted as generally favorable by utility investors 
could produce a strong turn for the better in utility equi- 
ties, both because revenues and profits on the whole are 
gradually rising as consumption of electricity makes 
new all-time highs, and because the static behavior of 
the group for many months implies a favorable technical 
position. 
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Over the near term we expect a highly irregular market, with 


uncertainty centering in the labor situation and forthcoming 


legislation in Congress. We advise caution for the present in 


the making of new trading and investment commitments. 


As for the favored industrial group, the composite 
averages give a decidedly misleading appearance. Many 
individual stocks have already experienced very sub- 
stantial correction. For example, glancing down the list 
at random and comparing the lows of the past fortnight 
with the highs of the year, we find corrections of 17 per 
cent in Chrysler, 16 per cent in General Motors, 25 per 
cent in Hazel-Atlas Glass, 20 per cent in Marshall Field, 
22 per cent in Associated Dry Goods, 20 per cent in 

~American Can, 22 per cent in Newport Industries, 18 
per cent in Commercial Investment Trust, 27 per cent 
in Continental Can, 28 per cent in Crosley Radio, 15 per 
cent in Douglass Aircraft, 24 per cent in American Bank 
Note, 20 per cent in Baldwin Locomotive, 18 per cent in 
Crane Company, 15 per cent in National Distillers, 16 
per cent in Lone Star Cement, 11 per cent in Oliver 
Farm Equipment, 22 per cent in Western Union, 15 
per cent in Pacific Mills, 16 per cent in Safeway Stores, 
21 per cent in Timken-Detroit, 12 per cent in Wool- 
worth, 23 per cent in United States Freight, 12 per cent 
in United Carbon. 

Now while various reasons, individual or general, can 
be cited for these greater than average declines, the 
point is that what the “averages” show as a firm or ris- 
ing trend in industrials has been, in fact, a selective 


affair, presenting the speculator with abundant oppor- 
tunity for getting “hung up.” 

Because of the absence of a rampant general specu- 
lation and because of the tendency for groups and in- 
dividual issues to run into correction even at times of 
marked strength in other sections, we rather doubt that 
over the near-term there will be seen a general inter- 
mediate decline. Another reason for doubting it is that 
such a reaction seems to be rather widely expected. 
Instead, we believe the probabilities indicate that vari- 
ation in the “averages” will be moderate over the next 
few weeks, which means a decidedly mixed market. 

We would add that we believe uncertainty as to Con- 
gressional developments will be a restraining, rather 
than a really bearish, influence; that steps by the Gov- 
ernment to raise bank reserve requirements or otherwise 
curb potential credit inflation can exert no important 
deflationary pressure, since there will be no deviation 
from an easy money policy; and that revision of the 
capital gains tax—if it comes—will put the market on a 
sounder basis and improve the position of many stocks 
that have lagged in recovery, notably in capital goods 
industries. 

Barring a serious stoppage of production by strikes 
in key industries. the business outlook remains good. 
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A Preview of 1937 


Forecasting the First Quarter 


Outlook for the Major Industries 


BY JOHN D.C. WELDON 


A YEAR of gratifying improvement in business activ- 
ity, employment, profits, dividends comes to the end 
and we turn our eyes to 1937 in high hope and some 
uncertainty. As this is written business volume per 
capita is at approximately 95 per cent of the 1923-1925 
average and 20 per cent higher than a year ago. Will 
1937 be as good a year? Will it be still better? 

We will herein present specific forecasts of the prob- 
able trend of each major industry during the first quar- 
ter of the new year, but for the moment let us take 
a long look back into the past that we may have a 
broad perspective from which to look with clearer eyes 
into the future. Some say business activity is very 
close to “normal”—whatever “normal” might be—and 
hence there is not room for much further advance. 
Some point with alarm to various current or nearby 
obstacles—as if business were ever free of all uncer- 
tainty! Some say that there can not be jobs for all 
“even if production recovers to the 1929 level”—as if 
1929 were the final outpost of American progress! 





The Business Balance Sheet 


Favorable Factors: 


Sheer momentum of the recovery tide. 
Rising demand for capital goods. 

Backlog of orders now booked. 

Gradual recovery in construction. 

Demand for house furnishings and equipment. 
Cheap money and aburdant credit. 

Upward trend of new capital flotations. 
Increasing public purchasing power. 


Unfavorable Factors: 


Tendency toward commodity speculation. 
Possible over-fast rise in prices. 

Increasing labor unrest and strike threat. 
Recent heavy forward buying of merchandise. 
Uncertainty on Federal legislation. 
Continued European political instability. 
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Oh, ye, of small faith! Gaze upon the chart at the 
top of the next page and be reassured. It is the eco- 
nomic history of the past forty-two years—years of 
war and peace, years of drought and plenty, good years, 
bad years, years of unbounded optimism, years of de- 
spair. In each and everyone of those years one could 
see obstacles in the path of business progress, problems 
to be solved, uncertainties to be pondered. But the 
long term trend of business activity continued per- 
sistently upward, every depression was an _ interlude 
and every recovery not only regained all ground lost 
but carried on to new peaks of expansion and prosperity. 

There is no such thing as “normal” business in this 
country. The only constant in American business is 
change. A goodly part of all business activity today is 
created by industries that did not exist forty-two years 
ago. Even now some of the newer industries show 
volume 50 to 100 per cent higher than in 1929. True, 
some old industries mature and go into decline—but 
always the net result has been a long-term rise in the 
American living standard, a long-term expansion in the 
physical volume of goods and services available to the 
individual. That is the only accurate and_ realistic 
measure of business activity. 

The accompanying graph of industrial production per 
capita begins with a temporary upturn from the severe 
depression that began in 1893. It was a period of low 
farm prices, widespread business failures, heavy unem- 
ployment, political unrest, serious outward movement 
of gold. Coxey’s Army marched upon Washington and 
William Jennings Bryan campaigned for silver at “six- 
teen-to-one.” Recovery began in 1897 and gathered 
speed as political unrest quieted. Despite the brief 
“Rich Man’s Panic” of 1904, which had only slight 
effect upon per capita industrial production, times were 
generally good for ten years or until the panic of 1907. 
In those ten years per capita production increased about 
90 per cent, reaching a level some 55 per cent above 
the average of 1895 and, of course, a new peak. 

The panic of 1907 was a banking panic, high-spotted 
by the failure of the Knickerbocker Trust Company. 
The Government came to the aid of the banks—as it 
had to do in the recent depression; and the crisis 
strengthened the movement which led to establishment 
of our Federal Reserve System—as our recent crisis 
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led to revised banking laws, deposit insurance, ete. 
By 1910 production had advanced to 160 per cent of 
the 1895 average; and after a moderate decline with 
the advent of the World War by 1917 on war demand 
it had shot up to approximately 190 per cent of the 
1895 average. 

It is interesting to note that in 1919 and early 1920 
per capita production fell short of the war boom level, 
although inflated commodity prices at the time gave 
the superficial appearance of a new peak in business 
volume. 

With the price collapse of 1920—caused by prices 
outrunning consumer buying power—there came a sharp 
but short depression; and this was followed by the great 
1921-1929 advance in which per capita industrial pro- 
duction attained a level equal to approximately 225 
per cent of the 1895 average. 

Using the index on the chart which accompanies this 
article, the peak of 1913 was about 9 points above the 
peak of 1906; the peak of 1917-1918 was 10 points 
above that of 1913; and the peak of 1929 was 15 points 
above that of 1917-1918. 

Obviously, the past record indicates a logical expect- 
ancy that the present upward trend will take us well 
above the 1929 level, but it does not indicate how far 
above it we will go. Another war might change any 
present reckoning. Barring war, however, and entirely 
apart from past history, the enormous accumulated defi- 
ciency of goods created since 1929, the spur to technical 
progress given by the pressure of hard times and a credit 
base far bigger than ever before suggest to us the 
reasonable assumption that the next peak in business 
activity should be as far above that of 1929 as the 
1929 peak was above that of 1917-1918. 

In partial support of this opinion—which, of course, 
presupposes that industry and labor will be wise enough 
to center attention on increased physical volume of 
production and avoid an excessive wage-price inflation 
—we cite the public assertion of Dr. Harold Moulton, 
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president of the Brookings Institution, that our durable 
goods industries would have to produce at the rate of 
$35,000,000,000 a year from 1937 through 1941—a rate 
of activity more than 50 per cent above that of 1936— 
merely to restore per capita activity in durable goods 
to the pre-depression level. 

Turning now to the outlook for the first quarter of 
1937, the favorable factors are the sheer momentum 
of the recovery movement, the strong advance in capital 
goods and durable consumer goods industries, the back- 
log of orders already booked for January-February 
production in most lines, the persistent upward trend 
in construction, cheap money and abundant credit sup- 
ply, generally moderate inventories and reduction in 
surplus stocks, upward trend of new capital flotations, 
and increased purchasing power flowing from enlarged 
employment, higher wages and the recent flood of 
extra dividends. 

The unfavorable factors include a tendency toward 
commodity speculation and too fast rise of prices, in- 
creasing labor agitation in key industries, European 
political instability and war threat, the fact that for- 
ward buying in some merchandising lines appears to 
have over-estimated early trade probabilities, and, 
finally, uncertainty as business awaits clarification of 
the Administration’s policies and program in the gen- 
eral field of economic planning and regulation. 

In our opinion the favorable factors outweigh the 
unfavorable and the present spread of about 20 per 
cent over a year ago in business volume should be 
maintained. The trend was downward through the first 
two months of 1936, however, in reaction from very 
fast advance in the closing weeks of 1935. The recent 
pace has been even faster than that of late 1935 and 
it is to be doubted that it can be sustained without 
some pause. Barring serious further spread of labor 
troubles and unexpected business alarm at Washing- 
ton developments, we believe any reaction will prove 
of moderate scope and of relatively short duration. 
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We come now to forecast for the individual major 


industries, which likewise are briefly summarized in an 
accompanying table. 


STEEL—The outstanding fact is that this basic in- 
dustry at present is operating at approximately 80 per 
cent of capacity and orders now on the books of both 
light and heavy steel makers are so large that they 
will insure continued activity at close to the 80 per 
cent rate, if not moderately higher, at least for the 
next two months, if not through the first quarter. Any 
change for the worse in this pleasing picture is most 
unlikely to originate in market developments. The big- 
gest threat on the horizon is rising labor unrest and 
an increasingly aggressive effort to force unionization 
of the C. I. O. type upon this thus far open short 
industry. Neither side to the controversy desires strikes 
which will curtail production, but whether the basic 
issue will develop into an early show-down is, of course, 
beyond present forecast. If it does, a serious curtail- 
ment of activity would result. The industry has only 
recently raised wages and made additional concessions. 
Excepting the labor situation, the steel outlook is the 
brightest in many years. Given either a compromise 
with labor or a deferment of the issue of the closed 
shop until a later time, first quarter output of steel 
ingots will probably exceed that of the first quarter of 
1936 by the remarkable margin of 40 to 50 per cent. 


AUTOMOBILES—Current sales of passenger cars 
and trucks are running approximately 25 per cent more 
than a year ago, with gains in cars of medium and high 
price much larger. So far as the prospect hinges upon 
consumer demand, it could be predicted with confidence 
that the recent production rate of approximately 500,- 
000 units a month would hold through the next three 
months at least, with first quarter production very close 
to that of 1929. Unfortunately, even more so than in 
the steel industry, the early outlook is obscured by 


labor unrest. Sit-down strikes in numerous plants sup- 
plying parts or materials to the motor manufacturers 
are already checking production in some instances. The 
present effort to unionize the General Motors plants 
may or may not come to an early and decisive issue. 
but meanwhile spreading strikes in feeder plants, such 
as those of the leading glass makers, threaten seriously 
to hamper motor production and unquestionably con- 
stitute an unfavorable factor not only for the motor 
industry but for general business volume as well. 


BUILDING—The total volume of construction, pub- 
lic and private, showed a gain of approximately 57 
per cent during the year now ending. Of most signifi- 
cance is the fact that the proportion of the total repre- 
sented by public works has for some time been decreas- 
ing and the proportion privately financed has been 
increasing. In November, for example, private projects 
accounted for 58 per cent of the total, as compared with 
only 40 per cent in November, 1935. The largest per- 
centage gains continue to be shown in residential build- 
ing. The first quarter outlook is for extension of the 
steady climb in total building volume. Indeed, building 
is one of the few activities for which it is reasonably 
safe to venture forecast further ahead than three montis. 
The construction cycle is a long one and recovery to 
date is of very small proportions in relation both to 
normal current needs and to the accumulated deficiency 
resulting from the long period of sub-normal building. 
Real estate and rental values continue to point upward. 
Mortgage credit is plentiful. While there is a tendency 
for building costs to rise from an already high level. 
public purchasing power is also rising, and in our 
opinion the dollar volume of construction for 1937 will 
show a substantial gain. There is little evidence that 
pre-fabricated housing will importantly enter the pic- 
ture, although partial pre-fabrication is making sub- 
stantial progress. Perhaps the most interesting trend 
now evident is the emphasis of operative builders on 
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complete home communities. Construction of entire 
communities, rather than individual homes, makes pos- 
sible large economies in contracting, materials, trans- 
portation and financing. In any event, construction of 
all types can be expected to contribute important sup- 
port to business activity both in the first quarter and 
for the year as a whole. Fortunately, this field is with- 
out concentrated labor troubles. 


EQUIPMENT-—-In terms of percentage gain, though 
not in total volume, the railroad equipment industry 
will be one of the brightest spots in the first quarter 
business picture. The number of freight cars and loco- 
motives now on order is the largest since 1930. Recent 
orders in locomotives have been particularly impres- 
sive. Leading makers of rail equipment have enough 
business on hand to keep busy without any let-down 
during the first quarter, regardless of the general busi- 
ness trend. In our opinion the recent refusal of the 
Interstate Commerce Commission to extend the emer- 
gency freight surcharges will not adversely affect equip- 
ment demand. The revival in this field is founded on 
necessity and reflects increased rail traffic. Assuming 
continuation of general recovery, 1937 traffic will re- 
quire further buying of equipment and the gain in rail 
revenues probably will more than offset loss of the 
surcharges. 

Electrical equipments may be expected to feel con- 
tinued strong demand for household products, notably 
refrigerators and washing machines, and even larger 
first quarter percentage gains in the relatively depressed 
capital goods divisions. Record high output of elec- 
tric power already has brought announcement from 
several utilities of projects for increased generating 
capacity. Utility construction in any event will be 
larger in 1937 than it has been in 1936 and may assume 
important proportions if co-operation between the in- 


dustry and the Government replaces the open hostility 


of recent years. We believe it probable that in the 
near future a co-operative program will be worked out 
in the key T V A area and that this may signalize a 
much brighter future for the utilities, with resultant 
benefit to the electrical equipment industry. 

The high level of activity in farm equipment reflects 
recovery of cash farm income to $7,850,000,000 in 1936, 
as compared with $7,090,000,000 in 1935 and with de- 
pression low of $4,328,000,000 in 1932. It likewise re- 
flects a better balance between farm prices and prices 
of finished goods. While manufactured goods are now 
rising, this trend is accompanied by further gains in 
most farm products, notably wheat. The outlook for 
the first quarter, a seasonally favorable period, is highly 
promising, especially in farm tractors, for which demand 
has been remarkably stimulated by the innovation of 
rubber tires. As reported by the Government, acreage 
planted to winter wheat has shown a large increase and 
there is a tendency toward increased acreage in most 
crops. While it is possible that expanded farm produc- 
tion will react unfavorably on prices, that does not 
appear a near-term probability. Meanwhile enlarged 
production should further stimulate demand for labor- 
saving equipment. 

The business and office equipment industry is closing 
its most active year since (Please turn to page 388) 
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Fourth Quarter Results and First Quarter 
Anticipations 


STEEL—Best first quarter since 1929 assured by present book- 
ings, barring spread of labor troubles. 


AUTOMOBILES—Sales gain of 15 per cent over a year ago 
likely, but threatened strikes may change the picture and 
check production. 


CONSTRUCTION—Present upward trend certain to continue, 
with privately financed projects running ahead of public 
works. 


RAILROADS—Revival in heavy industry will help freight traffic 
materially and gains of 12 to 15 per cent over year ago 
are likely. 


RAIL EQUIPMENT—Orders recently taken assure active pro- 
duction throughout the first quarter and probably for the 
year. 

UTILITIES—Great expansion in use of household eppliances, plus 
further gains in industrial activity, insure new records in 
electricity output. 


UTILITY EQUIPMENT—Some expansion ef generating capacity 
is indicated and may be large if hostile Federal utility policy 
is modified. 


FARM EQUIPMENT—Good agricultural prices and enlarged 
acreage expected to swell demand for labor-saving equip- 
ment, especially tractors. 

MACHINERY—Volume will be substantially above year ago, 
reflecting plant modernization and expansion and strong 
foreign demand. 

OFFICE EQUIPMENT—Volume expected to be 10 per cent larger 
than year ago as present supporting factors remain opera- 
tive. 


COPPER—Strong upward trend In consumption is indicated, 
both in domestic and foreign markets. 


OlL—Consumption showing strong gains, but near-term outlook 
depends on better continued control of crude output. 


CHEMICALS—Industry will continue to run ahead of general 
business, though percentage gains from present high level 
will be moderate. 


TEXTILES—Recent record-breaking activity is not expected to 
be maintained at least for the near term. 


AIRCRAFT—Heavy Government orders and expansion of com- 
mercial transport assure industry best year in its history. 


MOTION PICTURES—Improved product and rising public pur- 
chasing power promise excellent first quarter. 


LIQUOR—Further growth in consumption will be shown, but 
the price outlook is less certain. 


PAPER—Outlook is promising, with strong additional gains in 
the Kraft division, moderate gain in other papers. 


HOUSE FURNISHINGS—Spectacular gains are anticipated, re- 
flecting deferred needs and rising public income. 


RETAIL TRADE—Gain of 8 to 10 per cent over a year ago is 
probable. 
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"Reflation" by Government Deficit 


Financing and Resultant Expansion of 


Bank Deposits ls Coming to An End 


Budget Will Be Cash-Balanced 


BY FRANK LYNN 


— aborigines, according to legend, could not com- 
prehend the first man whom they saw blow on his 
hands to warm them with the same breath that he had 
blown on his gruel to cool it. Similarly guileless folk, 
unaccustomed to the intricacies of Government finance, 
may have difficulty understanding how President Roose- 
velt can lay before the coming session of Congress a 
budget which is both baanced and unbalanced. 

Yet this is precisely what appears to be in the offing. 
The budget for the 1937-38 fiscal year which President 
Roosevelt, in conformance with law, will present to 
Congress during the first week in January probably 
will show an expenditure total larger than its receipts 
total. It will look like an unbalanced budget. But the 
President probably will be able to explain that the deficit 
is a bookkeeping one, that no Treasury open market 
borrowing will be necessary to cover it, and that cash 
income balances cash outgo. 

The country will be treated to the spectacle of a 
budget in which cash revenue covers cash expenditures 
but fails to cover cash expenditures plus accrued liabili- 
ties. Such a situation has its political advantages. 
When defending his record the President can stress the 
working balance of the budget after seven annual 
deficits. When discouraging Congressional spending 
schemes he can stress the continued shortage of revenue 
compared with total debits. How this now-you-see-it, 
now-you-don’t arrangement comes about can be shown 
best by an analysis of the budget outlook. 

President Roosevelt’s estimate of revenues for the 
fiscal year beginning next July 1 will come close to 
setting a record. They will be so large that they would 
have sufficed to balance any pre-New Deal budget except 
those for the war years. 

Between $6,000,000,000 and $6,500,000,000 in revenues 
will be shown by the 1937-38 budget. Possibly the esti- 
mate will be even higher, but fiscal officials concede that 
revenues, strictly speaking, will “be in the neighborhood 
of $6,500,000,000.” This total is for tax collections, 
customs duties, and such traditional Treasury receipts 
only; it does not include the repayments received on 
outstanding Government loans or the trust funds turned 
over to the Treasury by the States for unemployment 
insurance reserves. 

The New Deal has always proceeded on the assump- 
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tion that loan repayments to the Treasury are just so 
much revenue available for expenditure. The Treasury 
probably would think poorly of a bank which used 
mortgage amortization money to pay its officers’ salaries 
and expense accounts, but the Treasury defends its 
own similar practice on the grounds that, while it oper- 
ates at a deficit, the use of loan repayments to retire 
its own debts would only necessitate that much more 
new borrowing. 

This procedure will be carried over into the new 
budget, which will show more than $500,000,000 com- 
ing from net loan repayments. As in the past repay- 
ments will not be included in the revenue side of the 
budget but will be shown as an “excess of credits” on 
the expenditure side and will be credited to the agencies 
receiving the repayments. These “excess of credits” 
items are then deducted from the expenditures of other 
agencies and a net rather than a gross expenditure total 
shown at the bottom of the column for recovery and 
relief outlays. 

Thus the loan repayments are not used, despite Secre- 
tary Morganthau’s assurances to the contrary, to retire 
the Government debt which was incurred at the time 
the loan was made but to defray the cost of current 
operations. The bookkeeping is such, however, that the 
repayments do not increase the revenue estimate of 
$6,500,000,000 or thereabouts, but instead they con- 
tribute to the “balancing” of the budget by bringing 
down the expenditure total on the other side of the 
ledger. 

State unemployment insurance reserve funds, estl- 
mated at about $500,000,000 for the coming fiscal year, 
do not go through the Federal budget at all, but they 
do contribute to the total funds available for Treasury 
use. Having been received from the States as extra- 
budgetary trust funds, they may be used to purchase 
Treasury securities. Obviously, therefore, if the Trea- 
sury had a $500,000,000 budgetary deficit and $500,000,- 
000 of extra-budgetary funds for investment in Treasury 
securities, the net result would be a stand-off regardless 
of how the budget is set up typographically. 

During the coming fiscal year, therefore, the Treasury 
will have $1,000,000,000 or more available from loan 
repayments and from State trust funds in addition to 
the $6,000,000,000 or $6,500,000,000 yielded by regular 
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taxes. For the time being, however, stick to the figure 
$6,500,000,000 as the amount available to cover ex- 
penditures. 

A lot has been written and spoken about economy in 
the next fiscal year. There won’t be any. President 
Roosevelt’s budget will show that Government expen- 
ditures, the one thing on earth which appears to be able 
to go up without ever coming down, are to be higher 
rather than lower. Don’t be misled by the Government 
reorganization myth. President Roosevelt did not even 
wait for a final report from his reorganization commit- 
tee before completing his 1937-38 budget. No economy 
or tax relief is in sight from that quarter. 

The plain truth is that Government costs are going 
up. During the current fiscal year the Government 
plans to spend $5,400,000,000 on departmental running 
costs, national defense, veterans’ pensions, farm adjust- 
ment payments, public debt charges, and the civilian 
conservation corps. Not one item in this total will be 
reduced during the coming fiscal year. Some of them 
like national defense, public debt, and departmental 
running costs will increase. Naturally, therefore, the 
total for “ordinary” expenditures will be in excess of 
$5,500,000,000. 

Another $500,000,000 will be charged off for the old- 
age insurance reserve, bringing the total up to $6,000,- 
000,000. On top of this must be added anything which 
President Roosevelt requests for relief. He has said that 
he will withhold until April or May his complete relief 
estimate, but at least a partial estimate or a tentative 
total probably will be mentioned in his January budget. 

Work relief during this fiscal year will cost about 
$2,900,000,000. If as little as $1,500,000,000 is budgeted 
tentatively for next fiscal year, the 1937-38 budget will 
appear on paper to be out of balance. Remember that 
President Roosevelt will have about $500,000,000 in loan 
repayments to offset against his estimated relief costs so 
that a gross relief item of $1,500,000,000 will become un- 
der New Deal bookkeeping a net item of $1,000,000,000. 
Added to the $6,000.000.000 of ordinary and social secur- 
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ity charges this $1,000,000,000 would make a _ total 
budget of $7,000,000,000, or about $500,000,000 in excess 
of receipts. The budget will appear to be unbalanced. 

An analysis of the expenditures total will show, how- 
ever, that on a cash basis the budget is balanced. The 
catch is in the $500,000,000 charged off for the old-age 


insurance reserve. This is only a bookkeeping charge; 
it does not call for any cash disbursement. The Treas- 
ury merely issues $500,000,000 of 3% bonds to the old 
age insurance account; about $7,000,000 of old age bene- 
fits must be paid out in the coming fiscal year, but the 
rest of the $500,000,000 is an accrued, not a cash charge. 
A total expenditure of $7,000,000,000, therefore, would 
mean actual cash expenditures of only $6,500,000,000, or 
just enough to keep the budget, sinking fund and all, in 
balance. 

An objection may be raised that a $1,500,000,000 gross 
relief item will not be sufficient to meet the needs and 
that any longer outlay for relief would unbalance the 
budget even on a cash basis. Remember, however, that 
the Treasury has another $500,000,000 in State unem- 
ployment insurance trust funds. The relief item can go 
to $2,000,000,000, which means $1,500,000,000 net after 
deducting loan repayments. This $1,500,000,000 net 
item would mean total budgetary expenditures of 
$7,500,000,000 which, even after allowing for the non- 
cash outlay for old age insurance, would be $500,000,000 
in excess of estimated revenues. The Treasury sells 
$500,000,000 of bonds to cover this deficit. It buys 
$500,.000.000 of its own (Please turn to page 386) 
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WASHINGTON SEES 
Administration in friendly and co-operative 
mood toward Business. 
The budget still unbalanced in reality. 
Heavy program facing Congress. 


No immediate attempts to amend the Con- 
stitution. 


Stress being laid on business stability. 
Social Security nearing Supreme Court test. 


Plans for business regulation being per- 
fected. 


Labor relations act approaching a crisis. 


Unionization plans hampering business. 





Happy New Year, happy New Deal, expected to be 
theme of President Roosevelt’s message to Congress 
next week. He likes prediction of pro-administration 
columnists that country is entering “era of good feel- 
ing”; is pleased with recovery progress and co-operative 
attitude of business; will help this feeling along. Mr. 
Roosevelt returned from South America in fine fettle. 
His message should be forward-looking, perhaps patron- 
izing; but lacking the vindictiveness and political flavor 
of last year. 


Budget Picture will be painted in brighter colors this 
year, contrasting to previous three which were pur- 
posely somber, but actual condition will not be much 
different. For while revenues are increasing handsomely, 
expenditure cuts are only shavings. Budget Bureau 
has been making valiant fight against demands of 
administrative heads for bigger appropriations, but only 
way to make important savings is to eliminate some 
present functions of government, this Roosevelt is 
not prepared to do. A really balanced budget is still 
at least a year in the future. 
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Economy hopes through governmental reorganization 
are slight. Administration is now spreading the word 
that reshuffling bureaus is to improve government 
functioning, not make big immediate budget savings. 


Congress returns January 5 to face heaviest program 
in years. Will be a long session, less spectacular than 
last four but just as important. Main job is to iron 
out rough spots in New Deal and make it permanent. 
With pressure of emergency absent, Congress members 
will be more deliberate, feel their responsibilities more. 
Little “must” legislation will come from White House 
beyond requests for renewing expiring authorities such 
as currency manipulation and reciprocal trading. 

Major groups of subjects facing Congress are renewal 
of a score of expiring emergency and temporary laws; 
reorganization of the federal government machinery; 
revision of administrative provisions of tax laws and 
minor rate changes; new plans for regulation of busi- 
ness; probably some labor legislation; new administra- 
tion proposals for neutrality, munitions control, and 
war preparedness; what to do about relief; a new farm 
program; possibly further control of finance and credit. 
Add to these regular appropriation bills, scores of 
private and local measures, and unforeseen international 
and domestic developments and a long hard session 
is certain. 


Constitution is accepted by New Deal at present. 
Official criticism of constitution and Supreme Court is 
being shushed. Where attitude formerly appeared to be 
to defy constitution and dare Court to do its worst. 
current approach seems to be to try hard to find solu- 
tions to social problems within the federal set-up with 
amendment as last resort some time in future. Hope 
is that high bench personnel may be changed shortly 
or that Court will find ways of approving New Deal 
laws. If not, country will be more ready for amend- 
ment if all other possibilities have been exhausted. 


When is a boom and what to do about it is chief topic 
in official circles currently. It’s not the boom that’s 
feared but what might follow. Administration wants 
to demonstrate it can control credit as per promises of 
past four years. Officials hesitate to talk about recov- 
ery being attained because of remaining unemploy- 
ment and relief program and psychological effect on 
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markets, but business indexes are beginning to get close 
to what they consider normal. 

More than stock market excess, Washington fears 
too great rise In commodity prices and cost of living. 
Three years ago all emphasis was on pumping up de- 
fated prices. Soon attempts will be made to throw in- 
fuence the other way. Stability watchword will re- 
place recovery slogan. 


Sterilization of gold is Treasury’s answer to long- 
studied problem of effect of gold imports on domestic 
credit base. By buying gold with borrowed money 
instead of gold certificates, new gold will not become 
basis for credit expansion, will not swell bank reserves. 
Then if and when gold is exported it will not pinch our 
credit at a time when such contraction might hurt. 
Gold imports are currently chief source of expanding 
bank credit potentialities because new money (gold 
certificates) thus created piled up in Reserve Banks. 


End of freight surcharges decreed by I. C. C. will 
pinch railroads for some time. Some roads may not 
meet fixed charges. But I. C. C. gives ray of hope in 
prediction that improving business and lower rates 
may soon increase traffic and with it net revenues. 
(Commission out-guessed railroads on favorable results 
of recent passenger fare cut.) Termination of sur- 
charges may also help rails regain some traffic lost to 
trucks. More scientific readjustment of rates, both up 
and down, starts with hearing January 6, and months 
hence new rate structure should emerge which may 
ultimately benefit roads more than surcharge. Mean- 
while many shippers will benefit by return to old lower 
rates, but on some commodities this may expand profit- 
able market areas, increase number of competitors able 
to reach a given point. 


Strong neutrality law now certain as Supreme Court 
upholds broad powers and discretion of President in 
foreign °ffairs and arms embargoes. Permanent legis- 
lation expected to take form of strict control of muni- 
tions industry, broadly defined. plus administrative 
authority to impose embargoes and co-operate with 
other nations in enforcing neutrality “sanctions.” War- 
time industrial mobilization and schemes to “take profit 
out of war” will be hooked up with this. 


Social Security legality may soon be before Supreme 
Court in two ways. Federal court decision holding Ala- 
bama unemployment tax law unconstitutional will be 
appealed. If Court divides 4-4 on this as it did on 
similar New York law, Alabama statute will fall, but 
ill Justice Stone probably will be back to swing balance 
of power. Federal unemployment tax, due from all 
employers of eight or more during January. upheld by 
federal court in Boston & Maine case, may shunt circuit 
court in order to get early Supreme Court ruling. But 
old-age benefits part of law will remain doubtful much 
longer, though flock of suits anticipated early in Janu- 
ary. 


Next social security move may be federal grants in 
aid to states having employees injury and occupational 
disease laws meeting federal standards. Such laws are 
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heavy burden on employers in some states, driving 
plants to other sections. Labor wants uniformity, se- 
cured by social security pattern. 


Liberalized charters for federal building and loan 
associations now being offered by Home Loan Bank 
Board are designed to speed growth of federal system 
by permitting these institutions to compete more with 
commercial banks and state B&I.’s both in attracting 
deposits and making loans. 


Business regulation talk now back to pre-N R A days 
and centers around amending anti-trust laws to define 
unfair competition and permit some sort of industry 
agreements to limit competitive trade, price and labor 
practices. Council for Industrial Progress (Major 
Berry) is working actively on such plans, may receive 
White House favor. Donald Richberg, who may again 
be high in advisory circles, is thinking along similar 
lines. Both think this possible without constitutional 
amendment, both favor sticking to interstate industries 
and letting states handle local problems though per- 
haps with some federal assistance such as denying 
interstate commerce to goods violating state laws. Aid 
to small business against monopolistic tendencies in 
basic thought. 


Federal licensing or incorporation as means of indus- 
try control is rival plan to Richberg-Berry line of ap- 
proach outlined above. Senator O'Mahoney is revising 
his too-drastic bill for this purpose in hopes of arousing 
President’s interest. But at present no administration 


support is apparent. (Please turn to page 392) 











Wide World Photos 
Washington Firemen washing the Capitol Building in prepara- 


tion for the opening of the new Congress 
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The Changing Status 
of European Bonds 


Various 


Dollar Issues Show 


Wide Diversity as to Payments 


BY DR. MAX WINKLER 


ite Russia and Rumania, and eliminating 
political or intergovernmental obligations, there is not 
one single European government which is in complete 
default on all so-called gold dollar bonds sold to and out- 
standing in the hands of American investors. The atti- 
tude towards bondholders varies. Certain debtors, re- 
stricted in number, are meeting their engagements on 
terms more favorable than those called for in the respec- 
tive loan agreements, while others, by far the greater 
number of debtors, are making only partial payments, 
amounting in some instances to mere fractions of the 
stipulated sums. 

The French City of Soissons enjoys the unique dis- 
tinction of making payments in strict accordance with 
provisions of the loan agreements. That is to say, 
American investors of Soissons bonds are receiving the 
principal of bonds which matured No- 
vember 14, 1936, in gold or its equiva- 
lent. The French Government and the 
various other French debtors are dis- 
charging their debts on the basis of 
the exchange rate on Paris which 
existed at the time they borrowed in 
the United States, or 25.52 francs to 
the dollar, which, upon conversion, 
yield an amount which is about 12% 
in excess of the amount expressed in 
the bond. Prior to the devaluation 
of the French currency, payments 
were equivalent to the gold value of 
the dollar. 

The City of Rotterdam is offering 
American holders of its 6% bonds 
the right to exchange them into a 
40% guilder bond of the municipal- 
itv at the rate of 2,100 guilders for 
each $1,000, giving the latter, as well 
as the interest thereon, a value of 
about 112%. 

The 4% bonds of the Royal Dutch 
Company are being serviced on a 
gold basis, that is, for every dollar 
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due American bondholders, the latter receive approxi- 
mately $1.70. It is extremely regrettable that Hol- 
land’s record should be marred by the default on the part 
of the Holland American Line on a 6% loan floated in 
1922 in the amount of 30,000,000 guilders, of which the 
major portion was offered in the United States. 
Austria and the various Austrian political subdivi- 
sions and corporations are meeting the service on 
their debts in full in U. S. currency. Following the 
economic crisis in 1929-30, Austrian provinces, cities 
and corporations suspended payments due American 
bondholders but deposited, instead, native currency to 
the credit of foreign investors for transfer abroad as 
and when conditions would allow. The result of this 
policy was a sharp setback in Austrian bonds which the 
respective debtors promptly took advantage of. Thus, 











Street scene In the City of Rotterdam, Holland 


THE MAGAZINE OF WALL STREET 





subst 
price: 
payl 
had | 
longe 
vice ¢ 
fices. 
Aust 
ing W 
Th 
of Al 
their 
paym 
the l 
have 
it wo 
soure 
powel 
suit a 
gold : 
the ki 
and s 
as of 
were 
Am 
tresse 
Bulga 
were ( 
set ol 
from 
pleasa 
end, | 
of Na 
$17,0( 
presel 
while 
an in 
huma: 
Of 
Unite 
made 
amou! 
ing fo 
capita 
have | 
The 
of 50! 
ways 
teeing 
ipsos? 
who v 
have | 
may | 
raised 
advan 
neare! 
Of 
fault. 
in pro 
respor 
other 
and tl 
chang 


Wh 


JANU 








EET 





substantial amounts were repatriated at absurdly low 
prices. When the process of repatriation was completed, 
payments were resumed in full, although Americans who 
had bought bonds originally at or around par were no 
longer the beneficiaries of the resumption of the full ser- 
vice on bonds which they had disposed of at great sacri- 
fices. The Government of Austria and various other 
Austrian debtors were eminently successful in defraud- 
ing with impunity thousands of American investors. 

The Kingdom of Belgium as well as the Municipality 
of Antwerp are discharging promptly the service on 
their dollar bonds. To be sure, the contracts call for 
payment in gold dollars, but since Great Britain and 
the United States, the world’s leading creditor nations, 
have seen fit to disregard the so-called gold clause, 
it would be difficult to criticize a nation whose re- 
sources are relatively restricted, for emulating more 
powerful neighbors. Bondholders unsuccessfully brought 
suit against the City of Antwerp to enforce payment in 
gold as provided in the loan agreement. A 7% loan of 
the kingdom floated in 1926 to the amount of $50,000,000 
and scheduled to mature in 1956 was called for payment 
as of November 1, 1936, at 105 and interest. Funds 
were raised exclusively in the home market. 

American banking institutions appeared greatly dis- 
tressed when, following the Great War, they learned that 
Bulgarians were obliged to reside in territories which 
were ceded to Yugoslavia and Rumania. They promptly 
set out to remove these unfortunate Bulgarian refugees 
from hostile territory and settle them amidst more 
pleasant and friendly surroundings. To accomplish this 
end, they underwrote, with the sanction of the League 
of Nations, two Bulgarian loans aggregating well over 
$17,000,000, bearing interest at 7% and 744%. At 
present only 21% of the rate agreed upon is being paid, 
while for the remaining amount due, holders are offered 
an insignificant fraction. Such is the reward for the 
humanitarianism of the American bondholders! 

Of five Czecho-Slovak loans outstanding in the 
United States, one is in complete default. Reference is 
made to the City of Carlsbad 8% loan of 1924-54 
amounting to slightly less than $1,250,000. The remain- 
ing four issues, two loans of the government, one of the 
capital of the republic, Prague, and one corporate issue, 
have been serviced promptly to date. 

The Republic of Poland is responsible to the extent 
of 50% for the bonds of the Danzig Port & Water- 
ways Board, the so-called Free City of Danzig guaran- 
teeing the remaining 50%. Quis custodiet custodes 
ipsos?—Who will guard the guards?—that is to say, 
who will guarantee the guarantors? To date, the bonds 
have been taken care of promptly, and while a default 
may not appear imminent, the question may well be 
raised whether American investors could not to better 
advantage employ the funds invested in these bonds 
nearer home. : 

Of the Danish dollar issues,-one is in complete de- 
fault. It is the Burmeister & Wain 6% loan of 1925-40, 
in process of reorganization under the auspices of those 
responsible for the flotation. The payments on all 
other Danish bonds are being met faithfully to date 
and there is no reason to anticipate any interruption or a 
change in the Kingdom’s perfect fiscal record. 

When the League of Nations decided upon the re- 
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The Status of European Dollar Bonds 


AUSTRIA 


Government, State Corporate 


and City Loans* 


Total 





ee $73,500,000 $5,000,000 $78,500,000 

Amount Outstanding............. 62,900,000 4,500,000 67,400,000 

Amount Rec. Full Int............. 62,900,000 4,500,000 67,400,000 
BELGIUM 

Fr “* 490,000,000 iz... .. 190,000,000 

Amount Outstanding............. 41,700,000 _s(wi......... 41,700,000 

Amount Rec. Full Int.............. SEFOO00O lo ctvces 41,700,000 
BULGARIA 

Fo i re 17,500,000 

Amount Outstanding. ............ 16,900,000 _............. 16,900,000 

Amount Ree. Partial Int........... ere 16,900,000 
CZECHOSLOVAKIA 

Amount Issued. ................. [ 32,250,000 1,500,000 33,750,000 

Amount Outstanding............. 25,900,000 1,300,000 27,200,000 

Amount Rec. Full Int.............. 24,800,000 1,300,000 26,100,000 

Amount in Complete Default... ... CTU ao chasse ar 1,100,000 
DANZIG 

PN I aio dk ic becicccecces 4,500,000 i... . . 4,500,000 

Amount Outstanding............. CS eee 4,100,000 

Amount Rec. Full Int... ......... GOST kk sewics 4,100,000 
DENMARK 

Fe er ee ere 153,500,000 19,300,000 172,800,000 

Amount Outstanding............. 89,600,000 12,600,000 102,200,000 

Amount Rec. FullInt.............. 89,600,000 11,600,000 101,200,000 

Amount in Complete Default......  —...... 2... 1,000,000 1,000,000 
ESTONIA 

Amount Issued. ............. 4,000,000 wi... 4,000,000 

Amount Outstanding........ ee 3,700,000 

Amount Rec. Full Int... .. | 3,700,000 
FINLAND 

Amount Issued.......... 36,000,000 _~_tiwi........ 36,000,000 

Amount Outstanding... 24,500,000 _(i.......... 24,500,000 

Amount Rec. Full Int....... or 24,500,000 _si........ 24,500,000 
FRANCE 

Amount Issued.......... 202,110,000 46,750,000 248,860,000 

Amount Outstanding......... 110,810,000 43,750,000 154,560,000 

Amount Rec. Full Int. 110,810,000 43,750,000 154,560,000 
GERMANY 

Amount Issued............. 676,750,000 682,169,000 1,358,919,000 

Amount Outstanding......... 434,020,500 400,585,000 834,605,500 

po) ea | oe 2,200,000 2,200,000 

Amount Ree. Partial Int............ 150,900,000 13,400,000 164,300,000 

Amount in Complete Default....... 283,120,500 384,985,000 668,105,150 
GREAT BRITAIN 

Amount Issued................-. 143,587,000 143,587,000 

Amount Outstanding............. 20,000,000 _~—tiwji......... 20,000,000 

Amount Ree. Full Int......... 20,000,000 i... 20,000,000 
GREECE 

PUNO UE INEN oa oeo kK oic.6- on a cec sacs 28,000,000 _=—tiwiw.......... 28,000,000 

Amount Outstanding............- Py po re 27,000,000 

Amount Rec. Partial Int............ 27,000,000 _i«....... 27,000,000 
HOLLAND 

Amount Issued................-- 6,000,000 40,000,000 46,000,000 

Amount Outstanding............. 5,400,000 40,000,000 45,400,000 

Amount Ree. Full Int.............- 5,400,000 40,000,000 45,400,000 

(Please turn to next page) 
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The Status of European 


Dollar Bonds 


(Continued from preceeding page) 


Government, State Corporate 


and City Loans 


HUNGARY 
Co EE eee ae 45,000,000 
Amount Outstanding............. 38,200,000 
Amount Rec. Partial Int............ 6,600,000 
Amount in Complete Default... ... 31,600,000 
IRELAND 
Amount Issued.................. 16,139,500 
Amount Outstanding............. 2,100,000 
Amount Rec. Full Int.............. 2,100,000 
ITALY 
OD Ss bi ceux secs tes 165,000,000 
Amount Outstanding............. 135,700,000 
Amount Rec. Full Int.............. 135,700,000 
NORWAY 
i ee 154,790,000 
Amount Outstanding............. 139,900,000 
Amount Rec. Full Int.............. 139,900,000 
POLAND 
Pmounl towed... ..........6065:5 152,975,000 
Amount Outstanding............. 99,950,000 
Amount Rec. Full Int............. 79,975,000 
Amount in Complete Default... ... 19,975,000 
ROUMANIA 
EE PET eT ore 69,000,000 
Amount Outstanding............. 62,900,000 
Amount in Complete Default... . . 62,900,000 
RUSSIA 
OS ree 75,000,000 
Amount Outstanding............. 75,000,000 
Amount in Complete Default... ... 75,000,000 
SAAR BASIN 
Amount Issued.................. 3,000,000 
Amount Outstanding............. 1,300,000 
Amount Rec. Full Int............. 7,300,000 
Amount in Complete Default...... = ........ 
SWEDEN 
Amount Issued............. 
Amount Outstanding............. = «= ---- 
Amount in Complete Default... . . 
YUGOSLAVIA 
Amount Issued................. 89,000,000 
Amount Outstanding.......... 75,500,000 
Amount Rec. Partial Int........... 53,500,000 
Amount in Complete Default. . . 22,000,000 
TOTAL EUROPE 
er 2,337,601,500 
Amount Outstanding. ............ 1,497,080,5C0 
Amount Rec. Full Int.............. 746,485,000 
FN ae eee 49.76 
Amount Rec. Partial Int........... 254,900,000 
a ae 17.03 
Amount in Complete Default... . . 495,695,500 
ee 3 ees, eee 33.71 


* Includes guaranteed issues. 


oans Total 
74,200,000 119,200,000 
49,000,000 87,200,000 
ibbuSawe 6,600,000 
49,000,000 80,600,000 
wena 16,139,500 
-aeeeee 2,100,000 
eet 2,100,000 
168,450,000 333,450,000 
123,200,000 258,900,000 
123,200,000 258,900,000 
35,000,000 189,790,000 
24,700,000 164,600,000 
24,700,000 164,600,000 
15,000,000 167,975,000 
6,900,000 106,850,000 
6,900,000 86,875,000 
ceesewue 19,975,000 
ora 69,000,000 
ar ae 62,900,000 
nhs 62,900,000 
eee 75,000,000 
RR 75,000,000 
wehnwed 75,000,000 
2,000,000 5,000,000 
1,300,000 2,600,000 
reer 1,300,000 
1,309,000 1,300,000 
150,000,000 150,000,000 
144,500,000 144,500,000 
144,500,000 144,500,000 
ike pms 89,000,000 
er re 75,500,000 
Season 53,500,000 
enna 22,000,000 


1,239,369,000 3,576,970,500 
852,335,0C0*"2,349,415,500 


258,150,000 1,034,635,000 
30.28 42.75 
13,400,000 268,300,000 
1.57 11.42 
58C,785,000 1,076,480,500 
68.15 45.83 


** Exclusive of repatriated amounts. 








habilitation of Estonia, an independent republic createg 
out of the wreck of the Romanoff Empire, they found 
a sympathetic ear in the United States. American ip- 
vestors cheerfully supplied $4,000,000 to aid the Baltic 
republic. Thus far, they have had no complaint. Interest 
and amortization payments have been made promptly. 

Of eight Finnish loans which were placed in the 
United States, only three are outstanding, the remaining 
five having been refunded or repaid prior to maturity, 
largely through funds raised in the American market at 
rates far more attractive than it would appear warranted 
by the past performance of Finland with respect of com- 
mercial loans and the country’s economic and fiscal 
position. The ease with which Finland secured funds in 
the United States is attributable solely to the country’s 
willingness to meet the installment on the so-called 
inter-governmental debt owing to the United States 
Government. The amount due is relatively small and 
the promptness with which payments are being made 
in the face of defaults by Great Britain, France, Belgium 
and others, created for Finland enough publicity and 
good will to enable her to borrow at attractive rates 
many times the amount which she paid the United 
States Government. In other words, Finland’s political 
debt is, in the final analysis, not only paid by the Amer- 
ican public, but the latter is even paying Finland a sub- 
stantial bonus for paying its debt with their money. 
Mundus vult decipi—The masses want to be fooled. 
At any rate, the Finnish dollar bonds are being serviced 
promptly, although holders of the Finnish Residential 
Mortgage Bank 6s, which were about to be defaulted. 
are now receiving 5%, but the amount is now guaranteed 
by the Finnish Government. 

Germany enjoys the dubious distinction of having 
disregarded more completely than most other debtors 
the rights and privileges of American creditors. She 
also ranks first as regards the extent of the default. 
More than $668,105,150 par value of German bonds are 
in complete default, or more than 80% of the amount 
outstanding; about 1914% is in partial default; while 
only one loan, the Leipzig Overland 7s of 1926 issued 
to the amount of $3,000,000 and outstanding at $1,700.- 
000, is receiving interest in full. Loans which are receiv- 
ing interest in part include the direct obligations of the 
government, the 7% Dawes loan and the 544% Young 
loan, and the 6% bonds of the North German Lloyd 
Company. Interest on the Dawes bonds is being paid 
at the rate of 5% and on the Young bonds at the rate 
of 4%, but current quotations strongly suggest the pos- 
sibility of a further reduction. The North German 
Lloyd bonds are receiving 4% per annum. It is expected 
that interest on German bonds in complete default since 
July 1, 1934, will be taken care of through the issuance 
of a new German Government 3% loan, maturing in 
ten years. With the Young bonds, paying 4% although 
scheduled to pay 5%, selling appreciably below 25, it is 
doubtful whether the new bonds, which are scheduled to 
pay only 8% but which may pay less, should command 
a higher price in the market. However, whatever losses 
American investors (sic) in Germany were destined to 
sustain, have already been taken, because over 50% of 
German dollar bonds have been repatriated at prices 
greatly reduced by Germany’s treatment or mistreat- 
ment of American creditors. (Please turn to page 391) 
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Building outranks all other industries as a con- 


sumer of raw materials. 


It is a factor of the first 


rank in prospective activity of general business. 


How Will Building Go This Year 


BY WILLIAM C. BOBER 


= construction in this country seems to move 
in great waves of approximately 15 to 17 years’ ampli- 
tude. We struck bottom in 1934, and in 1937 we will 
be in the third year on the upside of a new wave of con- 
struction. But there were reasons for a 15-year cycle 
in the past that may no longer operate in the future. 
Our population is now growing at a much smaller rate. 
On the other hand we have had many years of under- 
building now. But the future of construction is not a 
matter that can be determined by a mathematical 
formula. More fundamental than anything else is the 
cost of the product which, in this article, means pri- 
marily the price of a home, in relation to the pocket- 
book of the great mass of the people. Let us take a look 
at what has happened in the building field in 1936 and 
see if we can discern trends that may be more significant 
than. any record of homes actually built in 1936 or any 
predictions as to how many may be built in 1937. 

To the minds of many people, construction means 
mainly the building of homes, and there is a widespread 
opinion that this branch is the major 
part of the construction industry. 
This, however, is by no means true. 
A study of all kinds and types of con- 
struction in this country during the 
ll-year period from 1925 to 1935 
showed that very roughly $100,00U,- 
000,000 had been spent on construc- 
tion. This huge sum could be almost 
evenly divided between three great 
classes—Public Construction, Utilities 
and all Other Private Construction. 
In the last class is Residential, and it 
accounted for very roughly 20 per cent 
of the $100,000,000,000 or so spent 
on construction during the 11-year 
period. 

Now, having put residential con- 
struction in its proper place from a 
long-term viewpoint, we are not so apt 
to lose our sense of proportion in not- 
ing that home building in 1936 has 
been one of the branches of. private 
construction which has shown a pro- 
nounced recovery. 

Let us see where we stand compared 
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to the last prosperity year, 1929. At that time home 
building was already on the toboggan. It had been slid- 
ing in fact ever since 1925, although slowly until 1928. 
Nevertheless, we all agree that 1929 is no mean year to 
shoot at, even in the building field. Using F. W. Dodge 
figures, residential construction for 1936 will be around 
59 per cent below 1929 in dollar volume and 45 per cent 
below in square footage. The main reason for the dif- 
ference is of course that building costs are lower today 
and $1,000 spent means more area of home space in 
1936 than in 1929. At first sight, this looks as if we are 
still a long ways from the prosperity level, and no doubt 
we are. 

But there are a number of things to be taken into 
account at this point. First, Dodge does not cover the 
11 Western States and the Department of Labor permit 
figures show that home-building has been at least 70 per 
cent more active in the Pacific States than in the coun- 
try as a whole. Secondly, Dodge only records a very 
minor part of residential modernization and this branch 
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has undoubtedly been notably stimulated by the activi- 
ties of the Federal Housing Administration. Finally, 
there is an offsetting factor—Dodge reports more com- 
pletely, and reports jobs with lower cost limits today, 
than in 1929. In spite of the latter factor, however, 
I would say that increased modernization and the high 
degree of home-building in the West put residential con- 
struction in 1936 somewhat closer to the prosperity year 
1929 than the Dodge figures would indicate. Neverthe- 
less, we are still so far below the 1929 level and the 
required needs of the country, that we can take for 
granted that most of the residential recovery is still 
ahead of us. 


gain in 1935 over the preceding year was 106 per cent 
but this year the gain over 1935 will be only around 
60 per cent. 

Next we come to the so-called “development” houses, 
built in rows or groups, sometimes as much as a hundred 
or more at one time. Because of such “mass” building, 
costs can be kept down. Moreover, these houses are 
built for the relatively less prosperous type of home 
prospect. They use somewhat cheaper material, al- 
though this is not an outstanding feature in reduction of 
cost. But they are much less spacious. Figures for 
this year indicate that the average square footage of the 

development house is almost 25 per 





The Dodge figures this year are 
very closely comparable with their 
figures in 1935. This enables us to 
get a look at the trend and rate of 
growth. These are often much more 
important than the absolute growth 
itself because a trend can often be 
projected into the future. Residential 
construction as reported by Dodge 
for 1935 was 92 per cent greater than 
1934, indicating a very sharp rate of 
recovery in 1935. As we get into 
1936, however, we notice a falling off 
in the momentum of residential re- 


ican. 


The volume of home 
building in 1937 will be 
determined by the trend of 
building costs and the in- 


come of the average Amer- 


cent less than that of the average 
owner-occupied house. Here we have 
an outstanding and important saving 
in cost. Asa result we find the former 
costing on the average only about 
$4,800 compared to $7,000 for the 
owner-occupied house. In other words, 
the development house is built to suit 
the pocketbook of a larger number of 
people. As the great mass of people 
must take account of cost we are not 
surprised that there has been very little 
loss of momentum this year in the 
recovery of the development house. 





covery. Home building in the first 

half of 1936 was only 61 per cent ahead of the corre- 
sponding half of 1935. Now, at the end of 11 months, 
1936 is 70 per cent ahead of the same period in the pre- 
ceding year. The figures therefore quite clearly show 
that home building recovery continued sharply upwards 
in 1936 but that a certain amount of the momentum was 
lost in the first half of the year, and only a compara- 
tively small part of this lost momentum was regained 
in the latter half. In fact, even this part would not have 
been regained but for a sharp spurt in apartment house 
construction in June to August. 

Does the above show that residential recovery has run 
into a snag and that still more of its momentum will be 
lost in 1937? The answer is to be found by examining 
the various classes of residential construction. First of 
all come houses built for owner-occupancy. Most of the 
stimulation of F H A activities has been felt in this field. 
The 1935 volume was 88 per cent greater than 1934 and 
accounted for over 42 per cent of total home building as 
reported by Dodge. In other words, 1935 owner- 
occupied home building had already reached a much 
greater volume than any of the other residential classes 
and it always takes much more effort to double a large 
volume than a small one. The law of diminishing return 
comes into operation. The efforts of F H A and of course 
many other causes could easily come close to doubling 
the insignificant 1934 volume, but it was not so easy to 
increase the much larger 1935 owner-occupied home 
building by the same percentage. Therefore, Dodge will 
show approximately a 62 per cent increase in 1936 in 
owner-occupied home building as compared to 1935 in- 
stead of the 88 per cent gain which took place from 1934 
to 1935. 

Next in line is the class of higher priced detached 
speculative houses, built singly or in two or threes. Here 
there has been an even greater loss in momentum. The 
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Construction of the latter increased 
103 per cent in 1935 over 1934. The 1936 increase over 
last year will be around 91 per cent—a very small loss 
in recovery momentum. This has considerable signifi- 
cance. It shows that the house whose cost best fits the 
average pocketbook is selling best. The home building 
industry is reaching further down into the mass market. 

Finally, we get to the fourth important class of resi- 
dential construction, that of multi-family dwellings. 
These increased 84 per cent in 1935 over 1934 but that 
was due to isolated local spurts. By the middle of 1936 
this class had declined sadly in rate of recovery. The 
Dodge contracts for the first half of 1936 were only 15 
per cent ahead of the same period in 1935. Then came a 
swift, sharp upward surge in July, August and September. 
As a result, it looks as if the year 1936 will close with an 
increase of around 88 per cent in multi-family construc- 
tion over 1935. In other words, the momentum of re- 
covery for multi-family dwellings will actually have 
gained. Here, Dodge throws less light on the cost. The 
Department of Labor figures, however, indicate that the 
cost of housing a family in a multi-family dwelling is on 
the average considerably cheaper than housing it m a 
single family house. It seems that here too cost has 
something to do with the situation. 

In fact, cost is of surpassing importance. It can 
hardly be otherwise after home building recovery gets 
over its first initial surge during which the prosperous 
buy. After that, it must reach out more and more after 
the mass market if it is to get volume. Even in 1936 
a good deal of construction was for very prosperous 
people. This is well indicated by converting building 
permits to a per capita basis. The peak figures for the 
country in 1936 (on a nine months basis) were in such 
cities as Miami Beach, which leads with $1,540 of con- 
struction per capita. Then follow, Greenwich, Conn., 
with $403; Coral Gables, Fla., (Please turn to page $90) 
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Tide Water’s Expanding Future 


BY WARD GATES 


cee knows that oil stocks are specu- 
lative and that for some years the oil indu-- 
try has been afflicted by recurrent periods of 
overproduction of crude petroleum and by 
cutthroat price wars in the gasoline markets. 
Check back over published financial comment 
for the past decade and you would probably 
find that the word “chaos” has been applied 
to oil more often than to any other major 
industry. 

Yet, surprising as it may seem, if you also 
check back over the actual earnings state- 
ments of strong oil companies for the same 
decade you will note that profits on the aver- 
age have made a quite satisfactory showing. 
that sales volume has shown marked stabil- 
ity, that funded debt has been generally and 
greatly reduced and working capital gener- 
ally increased. 

In fact, looking at the record, you will 
conclude—as Mark Twain observed of his reported 
death—that this “chaos” stuff has been greatly exagger- 
ated. For example, take the case of Tide Water Asso- 
ciated Oil Company, the subject of this study. It has 
earned a substantial profit in every year since 1926, 
with the single exception of the year 1931, in which 
a loss was recorded because of the necessity of writing 
down inventory. Even including that deficit, the com- 
pany’s average margin of profit on sales for the eleven- 
year period 1926-1936 figures approximately 7.34 per 
cent. 

You do not hear of “chaos” in the copper business or 
the steel business or the electrical equipment business 
or the merchandising business—yet there are few indus- 
tries which on the average of the last decade have 
shown profits more consistently than the oil business. 
For example, average profit margin on sales shown by 
Sears. Roebuck & Co. over the past eleven years has 
been around 6 per cent and that of J. C. Penney Co. 
approximately 6.5 per cent—both less than the profit 
margin maintained by Tide Water Associated Oil. More- 
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Cun of Tide Water Oil Co. 
Large stabilizer used in Tide Water Oil Co.'s refining plant, Bayonne, N. J. 


over the loss taken by Sears in 1932 and the shrinkage 
of the Penney margin in the same year were due in the 
main to the same factor that caused the Tide Water 
loss in 1931—namely, falling prices: not over-production 
or competitive “chaos.” 

Tide Water is not by any means an extraordinarily 
successful oil company. It would have averaged sub- 
stantially larger profits had it been better situated in 
its own crude oil reserves. Its position in this respect 
has been greatly strengthened in recent years through 
acquisition and development of producing properties and 
it is the company’s policy to continue this expansion 
of reserves, but for the present it still has to buy approxi- 
mately half of the oil it requires at prices approximately 
48 cents a barrel above the average cost of oil taken 
from its own wells. 

The point is that here is a representative oil com- 
pany of only moderate size as oil companies go, in a 
position not as completely integrated as its management 
hopes to make it—and yet its earnings for years have 
made a better average showing than those of scores 
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Tide Water's Large Refinery at Bayonne, New Jersey 


of corporations in other fields commonly regarded as 
being basically less speculative. Subject to the reserva- 
tion that the great majority of all common stocks are 
basically speculative, it would appear from the record 
that in any portfolio of diversified equities a strong case 
can be made for some representation in oil. 

In fact, again on the factual record, it is evident that 
in long term trend oils are less speculative than most 
equities, due to the strong secular growth of consump- 
tion—though more speculative than many other equities 
in short-term fluctuation, due to changes in crude oil 
output and in stocks of crude and of gasoline. There- 
fore, in sound oil equities there is opportunity both for 
the long-term holder and the nimble trader. 

There has been no excited speculation in oils this 
year; and, off hand, most traders would probably regard 
Tide Water Associated common as a “slow” stock. Yet 
its maximum range for the year to date has been from 
a low of 14°%4 to a high of 21°% and this is a gain of 
more than 46 per cent. The range of this publication’s 
composite index of 295 common stocks for 1936 has been 
about 32 per cent. 

The current quotation is 19%4, which is approximately 
15.6 times estimated earnings of $1.26 per share for 
1936 and on which the yield of the 60-cent annual divi- 
dend is slightly more than 3 per cent. The dividend 
being more than twice covered and the company’s cash 
holdings being adequate, it would seem reasonable to 
expect a more generous distribution, if current basically 
favorable conditions in the oil industry are projected 
into 1937. 

Present price of 1934 compares with record high of 
25 in 1928 and with 1929 high of 2314. The comparison. 
however, is of little value, for 1928-1929 did not mark 
any exalted speculative peak in the oil business and 
at its 1928 bull market top Tide Water was priced at 
less than 13 times its per share profit for that year. 
Since there are now 6.231.878 shares of common out- 
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outstanding, against 4,852,520 in 1928 ang 
5,560,424 in 1929, the present market valu- 
ation of the issue is approximately $124. 
000,000, or more than total valuation of 
$120,312,000 accorded at the 1928 high 
of 25 and only moderately under total valu- 
ation of $130,669,964 represented by 1929 
high of 231%. 

Net profit for this year will approximate 
$11,000,000, as compared with $14,139, 
543 in 1928 and $14,000,689 in 1929. Tota} 
sales for 1936 will approximate $120,000,- 
000, as compared with $107,000,000 last 
year, low of $87,000,000 in 1933 and aver- 
age of $154,000,000 for the four years 
1926-1929. These changes in sales reflect 
price fluctuations rather more than changes 
in physical volume of the business, which 
are moderate. That point is strikingly 
illustrated by the fact that on sales of 
$96,000,000 in 1931 the company lost $3.- 
376,904, while on sales of $87,602,000 in 
1933 it earned a profit of $9,717,519. 

Any intelligent appraisal of the worth of 
the equity and of its future potentialities 
must rest not upon comparison of sales and 
profits with those of 1928-1929 but upon much more 
basic factors. The potential buyer of the stock m:-t 
weigh the company’s position with respect to crude oi! 
reserves, the extent to which they have been increased 
in recent years and at what cost, the extent to which 
they should further be increased. He must consider 
fixed charges and their relation to the position of the 
equity. He must have a look at transportation. refining 





and marketing facilities. He must weigh the quality of 
the management as evidenced by the record and by 
the current direction of its policies. He must consider 
the distribution of stock ownership as affecting working 
control. Beyond all of these internal factors, over which 
the management has more or less control, he will have 
to reckon on the probable future trend of crude oil 
prices and the spread between such prices and the prices 
of gasoline—matters over which no oil management has 
any control. 

In the company’s physical development the primary 
emphasis in recent years has been placed upon expan- 
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sion of crude oil reserves and this will continue to be 
the chief objective over the next several years. Such 
expansion has been financed in part out of profits, in 
part out of current depreciation reserves and in part 
out of additional common stock issuance for exchange 
for stock of acquired properties. Both through purchases 
and an intensive leasing, prospecting and development 
program, Tide Water’s crude oil holdings have been 
greatly enlarged, especially in the Texas and Louisiana 
fields and in California. 

Since 1930 average daily production of crude oil by 
the subsidiary Tide Water Oil Company has more than 
tripled and proven reserves are proportionately enlarged. 
Present potential production would be capable of uti- 
lizing refining facilities at capacity, but due to enforced 
and voluntary proration of output the company’s own 
wells are supplying about half of its needs. As late as 
1930 they supplied less than one-third of the company’s 
needs. Bearing in mind that present average cost of 
the company’s own oil, as above cited, is approximately 
48 cents a barrel less than open market price of the oil 
it has to buy, it is apparent that it has gone a long way 
toward correcting a former serious weakness in its physi- 
cal set-up—a weakness inherent in the fact that it could 
be, and sometimes was, caught between the pincers of 
relatively high cost oil and relatively low price gasoline. 

Major acquisitions have included purchase in 1935 of 
the Simms Oil Company, with daily production of 6,500 
barrels of oil, purchase of the Terrabella Company, with 
properties in California, and purchase of 172,743 shares 
of the South Penn Oil Company, which is the largest 
interest in the Pennsylvania fields and owner of oil pro- 
perties also in West Virginia and Kentucky. One of the 
Tide Water units has for many years been a leading 
gatherer and buyer of Pennsylvania grade oil, largely 
used for lubricants and Tide Water and South Penn 
have equal ownership in the Bradford Transit Co.. 
largest gatherer of Pennsylvania crude. 

Crude oil being Tide Water’s key problem—with pipe 
lines, rail and ocean transport, refineries and marketing 
outlets requiring no further substantial expansion for 
some time to come—it would seem logical to hold that 
the expansion of reserves since 1930 bears very directly 
upon the equity’s real worth and upon future earnings. 
We have noted that there is more stock outstanding now 
than formerly, but so is there more crude oil behind 





S.S. Veedol, one of Tide Water's fleet of tankers 
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Production, Refineries, Transport Facilities, 
Products, Markets 


Producing Lands: 97,948 acres in Pennsylvania, Illinois, Kan- 
sas, Arkansas, Oklahoma, Texas, Louisiana, New Mexico, Cali- 
fornia. Undeveloped: 508,351 acres owned or leased. 


Output: 19,117,800 barrels crude oil last year from 3,652 
wells; 21,547,100 cubic feet of gas from 51 wells. 


Refineries: Bayonne, N. J.; Drumright, Okla.; Avon and Wat- 
son, Cal. Daily crude capacity, 126,500 barrels; cracking 
capacity, 60,500 barrels. 


Transport: 1,996 miles of trunk pipe lines, 874 miles of feeder 
lines; 24 tankers and 21 barges with 1,530,695 barrels capacity; 
1,935 railroad tank cars, 6 locomotives; 1,410 motor vehicles. 


Products: "Tydol" gasoline and "Tycol" industrial lubricants, 
both available in East and Mid-Continent; "Veedol" motor oil, 
marketed nationally; "Associated" gasoline, "Cycol” motor 
oil and "Avon" industrial lubricants, all sold in Far West, Hawaii 
and Philippines. 


Outlets: 277 bulk stations and 1,311 owned or leased service 
stations in East, Mid-Continent area, Far West, Hawaii and 
Philippines. Trademarked gasolines, lubricants and kerosene 
also sold throughout most of the world. 





the stock. At the close of 1930 there were 5,739,258 
shares of common stock outstanding; at present there 
are 6,231,878 shares—increase of less than 9 per cent. 
Hence, relative to underlying values, there has been no 
dilution of the equity. 

Naturally, changes in prior obligations and working 
capital over the same period must be examined, if the 
cost of expansion of crude oil properties is to mean 
anything. Funded debt of $13,859,000 at the close of 
1930 has been retired, $19,944,600 in subsidiary preferred 
stock has been redeemed and parent company preferred 
stock outstanding has been reduced from $73,284,500 
to $62,622,100. Notes due banks stood at $17,000,000. 
as of the latest available balance sheet, representing a 
5-year serial loan at average interest rate of 3.23 per 
cent, proceeds having been used in retiring 5 per cent 
cumulative preferred issue above referred to. Footing 
up all prior obligations for the respective years, we 
find a net reduction of some $30,000,000 since 1930. 

As to current assets and liabilities, cash items in 1930 
totalled $15,380,247, against $9,655,310 last June 30 and 
net working capital totalled $57,090,082 in 1930, as 
compared with $36,803,715 at present. Of this difference 
of approximately $20,000,000 nearly half is accounted 
for by reduced inventory. It may be noted that inven- 
tories of oil are carried at some 18 per cent under the 
market to avoid or cushion losses such as have occurred 
in the past in periods of price unsettlement. 

Completing the comparison, book value of fixed pro- 
perties after depreciation reserve of $158,191,404 was 
only $117,770,511 on June 30, against $151,000,000 in 
1930. Original cost of properties exceeds $275,000,000. 
Earned surplus on June 30 was $23,935,000, against 
$17,845,000 in 1930. 

In summary, the past six years have seen substantial 
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enlargement of Tide Water’s crude production, main- 
tenance of other physical properties on an efficient 
basis, substantial reduction of fixed charges, a moderate 
and undoubtedly temporary decline in working capital 
and cash and a less than 9 per cent increase in share 
capitalization. 

The most recent development has been a merger of 
Tide Water Associated Oil with its subsidiaries, Tide 
Water Oil Company and Associated Oil Company, the 
purpose being reduction of costs and taxes. It is under- 
stood that the company will soon retire its 626,221 
outstanding shares of 6 per cent preferred stock through 
issuance of $40,000,000 in bonds and $30,000,000 in a 
new preferred issue. This refinancing will effect a sub- 
stantial reduction in fixed charges and thereby improve 
the position of the common stock. 

The story of Tide Water management and control 
is somewhat involved. It speaks well for the enterprise 
that the Standard Oil Company of New Jersey long 
owned 1,128,123 shares of its stock or about 20 per cent. 
It would seem a safe @ssumption that the Tide Water 
management, headed by President William F. Hum- 
phrey, enjoyed the confidence of its biggest stockholder. 

Early in 1934 the Standard Oil Company formed the 
Mission Corporation as a holding company and in ex- 
change for its stock transferred to it Standard Oil’s 
holdings of Tide Water Associated stock and also a con- 
trolling block of stock in the Skelly Oil Co. The Mission 
stock was then distributed pro rata to shareholders of 
Standard Oil. Of the 1,128,123 shares of Tide Water 
transferred to Mission Corporation by Standard Oil, 
250,000 shares were transferred subject to a three-year 
option, expiring Dec. 31, 1937, in favor of Revada. Inc.. 
to purchase the same in one block at a price of $14.30 
per share. Control of Revada, Inc., is held by Mr. 
Humphrey and other officers and directors of Tide 
Water Associated Oil. It must be assumed that Stand- 
ard Oil interests favored this option. Working control 
of Mission is now held by the dominant group of Tide 
Water officers and directors. 
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Jean Paul Getty, wealthy California oil man, entered 
the Tide Water picture in 1932 and since then has aimed 
—as yet unsuccessfully—to gain working control. Mr. 
Getty’s first move was to acquire a controlling interest 
in Pacific Western Oil Corporation, a prosperous Cali- 
fornia producing company. Pacific Western then bought 
360,000 shares of Tide Water Associated, while Mr. 
Getty and affiliated interests bought in the market an- 
other 500,000 shares. Since early 1934 the Getty in- 
terests have bought large holdings of Mission and are 
reported to have about 45 per cent of the stock. The 
next annual meeting of Mission stockholders will be 
held next May, having been put over from January 
by the present controlling group. At that time it is 
possible that the Getty interests will elect a majority 
of Mission directors, in which event the Getty group 
would control upward of 1,700,000 shares of Tide Water, 
represented by 878,123 shares of un-optioned Tide Water 
held by Mission and some 860,000 shares of Tide Water 
reported to be held by Pacific Western and the Getty 
group. Whether the Getty holdings have been further 
increased through unreported open market purchases is, 
of course, not known. As there are more than 6,000,000 
shares of Tide Water outstanding it is obvious that the 
Getty group will have to obtain the support of addi- 
tional large holdings to obtain working control. 

At the annual meeting of stockholders of Tide Water 
last May and at a special meeting in November the 
effort of the Getty interests to take control was defeated 
by a substantial majority of stock. In fact, even had all 
of the Tide Water stock owned by Mission been voted 
in favor of the Getty group, it would nevertheless have 
fallen short of control. 

From the point of view of an “outsider” considering 
the merit of Tide Water common as a speculation, what 
are the alternatives in this fight for control? One, as 
we see it, would be eventual obtaining of control by 
the Getty group. which probably would involve addi- 
tional accumulation of the shares and tend to support 
a higher price meanwhile. An outcome successful to 
the Getty group would mean (Please turn to page 387) 
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Sharing in Dynamie New Industries 


—Through Diversified Companies 


—Through Corporations Which Specialize 


BY S.G. MONTGOMERY 


I, is a reasonably safe prediction that during the next 
several years, some of the largest and most profitable 
industrial gains will be scored by a group of industries 
which, although still more or less in their infancy, are 
identified with new products of steadily increasing com- 
mercial value. During the depression this group of 
industries had scant opportunity to fulfill their earlier 
promise but with the benefit of a rising tide of general 
business recovery, they are in a position to reap the 
rewards and acquire the stature of any industry supply- 
ing an essential public need or service. 

New products of worth and merit invariably spell 
substantial profits and are often the basis of outstand- 
ing corporate success. The achievements of such com- 
panies as duPont, General Electric, Ford, General Mo- 
tors and a host of others are well known, and are the 
direct result of the willingness and ability of these com- 
panies to accept and develop new ideas. One frequently 
hears that this industry, or that industry, has reached a 
point of practical saturation. The validity of such a 
contention may be debatable but at least the investor 
in young industries is not concerned with the matter 
of saturation points. More important is the medium 
which the investor chooses to participate in a new 
industry. 

The opportunities for prudent investment participa- 
tion in young and dynamic industries were never more 
numerous than they are today. In the present setting, 
however, the term “young industries” is applied rela- 
tively, and in the sense that their greatest possibilities 
lie ahead, rather than suggesting that these industries 
are still in the development stage. Moreover, most of 
the larger companies identified with these industries are 
sufficiently well established to suggest the presence of 
no more than a normal investment risk. Indeed, it is 
by no means necessary for the investor to go far afield, 
seeking new and untried companies, in order to partici- 
pate profitably in the potentialities in sight for our 
youngest, but important, industries. 

In the accompanying list of these industries, those com- 
panies which are identified predominantly with a particu- 
lar industry or product are indicated by a star. Among 
the others the new product is but one of many activities. 
The reader will not only note the presence of a number 
of the foremost industrial organizations in the country, 
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but. several of these companies, General Electric, for 
example, are identified prominently with one or more 
new fields. This raises two important factors worthy 
of comment. 

In recent vears there has been a marked tendency on 
the part of many companies towards diversification of 
activities on a broad scale. Thus, not only are new 
opportunities created but a greater element of stability 
is provided. And these new activities fit more logically 
into the basic activities than might be supposed off- 
hand, as, for example, in the case of an automobile 
manufacturer, also engaged in manufacturing air-condi- 








Photo by Benedict Frenkel 


Demonstration of the phosphorescence of “Pontalite” a 
new crystal clear plastic developed by Du Pont 
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tioning units and oil burners. It has been found pos- 
sible to utilize technical and sales facilities, as well as 
prestige, in the manufacture and sale of products not 
necessarily homogeneous. Successful research is another 
factor which has motivated the entry of many com- 
panies into new fields. In many industries and com- 
panies research has reached major proportions and the 
discovery of new products and processes results in the 
continuous development of new fields. Hence, when 
we find the leading manufacturer of cameras, also 
engaged in manufacturing plastics and rayon yarn, it 
can be attributed to successful research in which the 
utilization of excess raw materials has been placed on 
a commercial basis. 

Perhaps one no longer thinks of oil burners, aviation. 
rayon, and electric refrigeration as new industries. Yet 
they are new if only in the sense that their potential 
market is a considerable one, with the point of satura- 
tion unlikely to be reached for some time to come. 

Air conditioning, for instance, although developed 
twenty-five years ago, has gained its greatest impetus 
during the past two years, largely through the efforts 
of leading manufacturers to educate the public concern- 
ing the advantages of air conditioning. Thus far the 
greatest gains have been scored in commercial and indus- 
trial installations, but with increasing sales, the cost of 
air-conditioning equipment will gradually decline to a 
point within reach of the average home-owner. A re- 
vival of home building can be calculated to have a 
salutary effect upon the sale of air-conditioning units 
and once the public has grown to appreciate the advan- 
tages and comfort of air conditioning, it may become as 
indispensable in the home as a furnace. Such a series 
of events would put the industry in the billion dollar 
class instead of less than a hundred million as at present. 


Notwithstanding the fact that sales of oil burners, 
washing machines and electric refrigerators in 1936 were 
substantially larger than in 1929, the potential market 
for these household products is still great. According 
to surveys, the number of washing machines and elec- 
tric and gas refrigerators now in use could be doubled 
before the point of saturation would be reached. Mean- 
while, with farm electrification proceeding apace and 
urban gas and electric rates tending steadily lower, 
accompanied by rising public purchasing power, it is 
safe to predict not only a sustained demand for addi- 
tional labor-saving devices in the home, but replace- 
ments likewise promise to contribute to enlarged sales 
volumes of these products. 

The diesel engine industry is another field which has 
grown rapidly during the past two years, and promises 
further important expansion in the months ahead. Con- 
siderable progress has been made in making diesel en- 
gines both lighter and faster, bringing them closer to 
the automotive field. In fact, a prominent maker of 
trucks recently introduced a lightweight high-speed 
truck powered by a diesel motor, and other companies 
are reported to be planning similar models. By reason 
of their low operating costs diesels would be particu- 
larly well adapted to trucks and buses, although their 
obnoxious odor and low speed, by contrast with gasoline 
motors, are disadvantages which have yet to be over- 
come. For industrial, marine and tractor use, the diese} 
is in heavy demand, with tractors accounting for the 
largest gain in diesel sales during the past year. Even 
minus the possibilities for utilizing diesel power on a 
broad scale in trucks, buses and automobiles, the 
industry faces an expanding demand, but add the poten- 
tialities of the automobile industry, not at all unlikely as 
indicated by the interest of (Please turn to page 390) 





Prominent Companies Identified with Young Industries 


*Companies starred are those predominately concerned in the Industry. 


Others are engaged in other lines as well. 











Diesel Engines 

































































a : 1st 9 mos. Divs. 
193 Recent Dec'd 
Company Industrial Scope Earnings Price 1936 
_) Sasa Foremost manufacturer of diesel motors. Also makes tractors of every type. 4.11(a) 90 2.507 
Sea are” An important maker of diesels, as well as scales, motors, generators and railway equipment. 1.35(a) 67 1.25 
| ee aT. Winton Engine subsidiary has been active in devel t of diesel-electric locomotives. 3.92 66 4.50 
| eae Manufactures diesels for marine, industrial and utility uses. Also oil i t 0.80(b) 26 None 
ete de, Oe aaa Products include both gasoline and high-speed diese! motors. 1.35 35 1.75 
oo, eee ae Manufactures diesel and other types of internal busti ngines. 1.83(c) 35 0.85 
ND 5 a's ns pe ckw nse ose ate In addition to diesel motors, company manufactures an extensive line of pumps, compressors 
and heavy machinery. Nil (d) 34 None 











(a) 1s¢ 10 mos. (b) Giving eiloct to proposed recapitalization. (c) Fiscal year ended July 31. (d) 1st6 mos. 7 Plus stock. 


Air Conditioning 






























































1st 9 mos. Divs. 
1936 Recent Dec'd. 
Company industrial Scope Earnings Price 1936 
EN ceca cc cehemnds on dewey Leading manufacturer of heating and plumbing li Air ditioning i ta 
logical adjunct. 0.51(b) 25 0.45 
eee ae Manufactures a full line of air conditioning and refrigerating equipment. 0.35(a) 27 None _ 
4 [Ee ERT Subsidiary, Bryant Heater makes gas furnaces and air conditioning units. 1.23 35t 1.007 _ 
SSS Entrance into air conditioning comparatively new venture, but logically fits company's scope. _13.4(¢) 21 0.70 
pe eee Air conditioning rounds out company's extensive line of appliances. 4.18 148 5.50 
0) Era Leading electrical equipment mnaufacturer with complete air conditioning line. 0.92 53 1.70 
TE. eee Company's Frigidaire unit prominently identified with air conditioning. 3.92 70 4.50 
a ES a a aR ICS = Widely diversified output of automotive equipment augmented by extensive line of home ap- 
plicances including air-conditioning units. 4.14 84 4.50 








T Class B stock. (a) 1st 6 mos. (b) 12 mos. to Sept. 30. 


(c) Fiscal year ended Sept. 30. 
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Rayon 
1st 9 mos. Divs. 
1936 Recent Dec’d 
' Company Industrial Scope Earnings Price 1936 
SOTA REVIIN Ss ionic paidisivisc at ceseasden suis Low cost fact Plans plant expansion to produce weaving yarn on a large scale. 1.52 37 2.60 
| ee ee ere rn ere Cellulose acetate yarns and fabrics. Current output at record high. Subsidiary also makes 
eal plastics . 0.86(b) 27 1.50 
#Tubize #fubize Chatillon.............. SEO ee Ra yon knitted and woven fabrics from viscose process. Recently paid all preferred arrears. NF 51 None 
Duplan ‘ =) eee Pere Low cost weaver of rayon and silk. Also p silk on a commission basis. 1.02(a) 14 1.00 
du Pont de Nemours... fener Af st manufacturer of chemicals and a leading producer of cellulose acetate yarns. 5.31 181 6.10 
Eestman | n Kodak REO RGH oe Sn EP ey ee T Eastman, a subsidiary, prod bstantial quantities of cellulose acetate yarns. 3.51(b) 176 8.25 
~~ Fiscal year ended May 3, 36. (6) 1st6 mos. NF Not available. aie is 
Plastics 
ae vee 1st 9 mos. Divs. 
193 Recent Dec'd 
Company Industrial Scope Earnings Price 1936 
SES eer _. .Produces a diversified group of chemicals, Beetle" plastics used for table and kitchen ware. 1.11 34 1.00 
#Catalin Leen ae Seeds eee ttt Manufactures cast phenolic resin used in a wide variety of plastic products. 0.44 10 0.40 
Union Carbide & Carbon...................005 A high ranking — company. Produces Vinylite plastics for laminating, sheets and 
ing compounds. 2.61 104 2.30 
Reynolds Spring.....................- Pe Manufactures automobile cushion springs and is also a large maker of plastic moldings. 1.83 32 0.75 
AE MUNIN 6 6.05 55 55 00 bs eee vaccinia Leading — company. Products include Duprene synthetic rubber and pyroxylin and 
acetal ____ phenolic resins. 5.31 181 6.10 
Eastman RSS a Sabai: ¢ 5 Tenite plastics from cellulose acetate. 3.51 176 8.25 
= eres reaiasleens Leading electrical equipment manufacturer. Prod cold-molded plastics. 0.92 53 1.70 
Maitinghowss EIOCWIe... 2... ck ccc ce cass ee ee Large t of electrical equipment. Prod: I ted plastics for a wide variety of 
_ 2. uses. hy oe tA PP ee SS 4.18 148 5.50 
Radio and Television 
a : ee i Dive, 
193 Recent Dec'd 
Company ae Industrial Scope = -—<— Earnings Price 1936 
’ #Radio Corp.. sees ..- Engages in all major phases of radio i industry includi facturing, ication, etc. —S»_—0.03 12 None _ 
General Electric. oie . .Manufactures tubes, receiving sets, broadcasting equipment, etc. 0.92 53 ast 70 
Amer. Tel. & a aS Te ..Derives important revenue from radio transmission and may become a vital factor i in i television. wv _ 6.03{c) 187 9. oo 
Gosley Regio Pre inent manufacturer of receiving sets and accessories. a __ 2.54 _ ae 4. ee 
#Zenith Radio.. . Engaging exclusively i in manufacture and sale of radio re eiving sets. ie _3. 49d) 36 ___None_ 
~~ (c)—8 mos. to an 31. (d)—6 mos.toOct.31. 7 ; 
Aviation - 
= Sa ai i Tl a aaa omnia - 1st 9 mos. Divs, 
1936 Recent Dec'd 
__Company 7 Industrial Scope 2 ee ee Earnings Price 1936 
SII oi 25.5 costa Sivbdie's a:ec:sibleewss ees .. Leading motor car manufacturer. Holds substantial interest in Bendix Aviation and North 
inate. ___ American Aviation. aa 3.92 66 =—s_ 4.50 
RUalted Aircraft.................-..-.-- .- Completely integrated led unit in manufacture of aircraft, motors and propellzrs, 0.38 29 0.50 
Sperry Corp... Darcsrcccecvescecsss ........Manufaet of p minstruments for aircraft. = C—(“‘CNO(COO 31(b) 22 (2.00 
#lrving Air Chae ne ahve . World" 's cae of aircraft p erachut es ae 1.15 
*Curtis-Wright. . ee es leading m anufacturer of military and private aircraft and motors. _....._ 40 Nenet 
*Boeing : Airplane. ; . Prominent manufacturer of army, navy y and private ‘planes. ee 35  _—_ None 
*Douglas / Aircraft e .- One of the more s ful fact of n military and ial planes. 0.50 73 None 
eS eee Manufactures aircraft and spare parts for U. S. and foreign Governments, as well as commercial _ 
: a ____—0.33{b) 23 __ None _ 
*North American Aviation...........-..- oe Holding company with subsidiaries, engaged it in airplane manufacture and transportati 0.04 12 None 
~ (b)—1st6mos. §—Astock. {—Bstock. | a a me —_ 
_ Oil Burners” 
- r= So ee ails ere ers oe : 4st 9 mos. Divs. 
1936 Recent Dec’d 
__Company . ___Industrial Scope 7 Paap Earnings Price  —- 1936 
General Motors... ....... 0260+ ooo ores es eees '. Delco appliance division, a p rominent manufact of automati heating e juipment. =—s_—“s<ss 392 66 4, 50 
General Electric. . tideneue Widely diversified line of household « appliances include. oil burners and ft furnaces. _ a 0.92 se. «= 70 
NE Saar .-Products include a complete line of oil- -heating equir t. Alea 51(b) 25 : x: 45 He 
Timken- Detroit oit Axle. ... a aoe me _. Manufactures truck ‘and bus axles and oil- burning equipment. Se sa aan 0.84(c) is 73 ; 2.00, ; 
Kelvinator _ Recent entry into manufacture of oi! bu ners and other household equipment. Promises to be 
ay " developed on a large scale. — tab Ste eae ‘4 pail 1.34(a) =: 21 (0.70 
ea Ved ¢ year ; ceded Sent. 30. ~(b)—12 mos. to Sep.. 30. i—tn 6 mos. | ied : a ; eit ee 
Electrical Refrigerators—Household Appliances 
= (ee: —" 1st 9 mos. Divs, 
3 Recent Dec'd 
Company ewe ee ______ dusts Scope ee le _Earnings Price 1936 
SS Saar aeeen ere Cc y's Frigidaire unit one of the leading electrical refrigerate ia, Gene 3.92 66 4.50 
eer Cc peny "s sales of electrical refrigerators have risen steadily. ae 53 1.70 
OS Saas ee eae N orge unit by this y has established itself among the leading refrigerat 4.14 84 4.50 
RMN Sch cS as isscs se avid vac eeiisan seat K elvinator refrigerators augmented recently by broad line of h hold i t 1.34(a) 21 0.70 
Westinghouse Electric............-22-.e0eeeeee Cc fact an extensive line of household appliances and electric refrigerating 
units, 4.18 148 5.50 
EE eae ere ee. Large maker of electric and gasoline-driven washing 0.84 15 0.50 
ON Saar eerre En gaged exclusively in manufacture of vacuum cleaners. 0.69 13 0.80 
EES Sa ae en ere Company manufactures both a gas and | refrigerator. 2.11(b) 29 1.07% 
aaa Radio line augmented by electric refrigerators, washing hines, ironers znd other appliances. 2.54 29 1.25 
(a)—1st 6 mos. (b)—9 mos. to July 31. 
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Your Investment Position 


What It Should Be As You Enter 1937 


BY J. C. CLIFFORD 


Ove the past year, and even before that, there has 
been a bull market in both stocks and bonds. It is 
to be presumed, therefore, that the majority of in- 
vestors have been successful in attaining capital ap- 
preciation and also a larger income. No matter how 
successful one may have been. however, it is essential 
that periodic examinations be made of the portfolio 
as a whole. Only in this way can the common ten- 
dency to drift imperceptibly into an inherently dan- 
gerous position be avoided. Possibly, money received 
from called bonds has gone to an excessive extent into 
investment securities of lower caliber in an effort to 
maintain income according to old standards; possibly, 
too much of such money has been placed in stocks 
and, while the profits today may appear admirable, 
it will not do to eliminate the bond-backlog alto- 
gether. Then, it will be found perhaps that there are 
“stale” positions being maintained for no better reason 
than that original cost was higher than the current 
market. These are all hazards which the _ periodic 
examination will reveal and they can be eliminated 
before serious damage results. 

The hardest thing that the investor of today has 
to realize is that money just will not bring the return 
that it would a few years ago. This may be a truism, 
but it is a fundamental fact whose significance must 








be wholly grasped or trouble will result. A glance at 
the accompanying table shows a dozen long-term 
bonds whose average yield is hardly better than three 
per cent. Now, there is nothing outstanding about 
these bonds: they represent a cross section of today’s 
market for good to high-grade issues. Hence, it fol- 
lows that the investor who needs this type of bond 
must be content with the return the market affords 
him—and this is from three to three-and-a-half per 
cent. If he insists upon obtaining the five per cent to 
which he became accustomed in days gone by, then 
he obtains it only by a sacrifice of quality, or mar- 
ketability, or both. 

It is quite justifiable to consider the brightness of 
the business prospect, the inflationary aspects of the 
Government's deficit financing, the probability that 
commodity prices will rise further, and decide upon a 
reduction in the number of bonds carried. Indeed, 
such a course is to be recommended. This, however, 
is entirely different to maintaining the usual amount 
in bonds and by forced switches, as issues are 
alled, bringing about a steady deterioration in quality. 
As a matter of fact it would be a sound policy to 
actually improve the quality of the bond portion of 
the portfolio as the quantity was reduced. This is 
because bonds represent the investor’s first line of 
defense should the untoward develop and it is 
essential that they be readily marketable at, 





or reasonably close to, cost. 





as Sr i ke ke ce os 
YIELD ON LONG-TERM 
- GOVERNMENT BONDS 








While the effects of cheap money are most 
clearly seen in the present record high levels 


ail for bonds, it also plays a big part in the stock 


market. The majority cf stocks fluctuate pri- 
marily in accordance with the company’s busi- 
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ness and profits, changing money rates being 
| given only a minor role. On the other hand, 
there are not a few companies whose business 
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the price of whose stocks money rates exercise 
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| a powerful influence. These companies sell 
on a yield basis rather than an earnings basis. 
Such a one, for example, is Beech-Nut Pack- 
ing: there are other examples among the foods, 
the snuffs, and elsewhere. Beech-Nut has no 
debt about which to worry and the many mil- 
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of working capital of scarcely more than aca- 
demic interest. Hence, this is a company which 
can well afford to pay out in dividends almost 
all its earnings and, because of this, to appraise 


A Well-Balanced Portfolio 


the stock on an earnings basis gives the unjusti- Bonds 
: . fet . ° Current; Annual Income, 
fied impression that it is over-high. It is to be Price or Paid 1936 
remembered that Beech-Nut paid $6 a share in 4M American Telephone Deb. 314s, 1966.............--0- 005 102 $130.00 
oe ds duvi ae 1 tl ; 4M Atlantic Coast Line Gen. 1st 4s, 1952............00000005- 105 160.00 
dividends during 1936 and that, even at $111 — 4y4 Bethlehem Steel Cons. “E" 3343, 1966..........-2-0cceceee ae 150.00 
a share, this is a yield not far from six per cent. 4M Chesapeake & Ohio Ref. & Imp. “E" 314, 1996............ 102 140.00 
: é : cab esr 
mpare such a vield with what ma be ob- 4M Erie R. R. Cons. Prior Lien 4s, 1996............2.0. 000 e eee 105 1 
Co I * ‘ y 4M Louisville Gas & Electric 1st & Ref. 31s, 1966.............. 105 140.00 
tained elsewhere and the present price appears 4MN, Y. Central Lake Shore Coll. 3445, 1998................5. 97 140.00 
much less excessive than if it were considered 4MN. Y. Edison Ref. 314s, 1966.................-- 2000000. 105 130.00 
es : 4 ae : 4M Republic Steel Gen. "'C"’ 41s 1956... 0.20002 99 180.00 
solely in relation to earnings. 
solel; wallets 9 ' 4M Union Pacific Deb. 343, 1970.............. So aa 101 140.00 
Under present-day conditions the shrewd IN- 4M Westen Mayland 4st 45, 1952.......000...00cccceee 105 160.00 
vestor will accustom himself to think more in 
terms of dividends than in terms of price- Preferred Stocks 
earnings ratios when judging common stocks of 100 shares Bethlehem Steel 5% pref..............6..0000c0000s 20 100.00 
notably stable earning power. Many of the lat- 50 shares Columbia Gas & El. $5 pref.....-- 0.00.0... eee 98 250.00 
‘ > hee a iavestniinnt ae se tor «© SO chigras-Ficastome "AN" $6 G1O6 so. 5 oot 3 5 5ois ce oss sie Sete 104 300.00 
ter now lave an imvestmen stan¢ Ing all 50 shares National Power & Light $6 Pref.................... 86 300.00 
parable to bonds and may be appraised by simi- 100 shares Square D “A” $2.20 pref............0.0- 00020 eee 37 220.00 
lar income standards. Thus, if a three per cent 
return is about all that can be expected from a Common Stocks 
high-grade bond, why should not an investment 100 — Alllis-Chalmers.......... 2.00.0. 000cceeeeeeeeee ees oe Ss 150.00 
8 ae ss oe 100 shares American Car & Foundry..................-2202005- 58 sees 
gos stock pay —. a : dividend of $4 sell at, 200 shares American Radiator & Std. Sanitary................... 24 90.00 
say, $100 a share? If it is below that price may _ 50 shares Beech-Nut Packing................0..0.0000000eees 111 300.00 
it not, other things be equal, be expected to go ~ 100 sheres Bothichem Steel. .................0.----eeeeeeeene 74 — 
hone? Rep MU III esis cis dais osc toes ened ds cenerseeeseee ye 
there: nae ; 50 shares Du Pont de Nemours..................-. 002-00 eee 174 305.00 
Of course, the distinction between those stocks — 100 shares Endicott-Johnson................ 0000000 0eeeeeee ees 55 300.00 
Spe seal ; nae % . , 200 shidres Electric’Bond & Share.................. 0. eee eee eeee 20 eee tee 
which sell on the income they afford and Oe . Doe es ps eiene 
whose selling price is based primarily upon 100 shares General Mills..............0.00.00.0000c0eeueeees 61 300.00 
bright business prospects was never more pro- 100 shares International Nickel................... 5002 eee ees 64 130.00 
“ad 2 talew 2 tae wand. Chere 200 shares Republic Steel. . SSaairse Kemenarnee aes , | eo 
nouncec lan It 1s today. n aie ier words, there 100 shares Standard Oil (New bene... Bs igsade erat pres at ee aon ere wha ee ond 69 200.00 
are two groups—the dynamic and the un- 200 shares Stone & Webster... BE sated Va an naan ae ee ics 29 50.00 
sare oo. ‘ : : o 2 100 shares Timken Roller halen. | ee eabinkdadecias esas 72 375.00 
dynamic—the amic sell at : ¢: 
: sei the dyn umic sell at . high ‘ atio to 50 shares Union Carbide & Carbon......... aes Sacer ees 102 115.00 
earnings and dividends and discount the future — 900 shares United Aircraft........ 2... 00-2 00.ccc0cccveceveee. 28 100.00 
six months to a year or more ahead: while a 50 shares United States Gypsum............ Sisacls alsieasts 120 162.50 
48 187.50 


major control in the price of the undynamic is 


100 shares Westinghouse Air Brake. . 





the yield afforded. In the first group are the 
companies which cater to the heavy industries, 
the coppers, steels, the building companies: in the second 


group are the companies in consumers’ goods, the 
foods, tobaccos, some services and many miscellaneous 
companies. 


The investor should seek representation in both kinds 
of company. Although he can reasonably expect to 
make more money from this point in heavy goods than 
he can make in consumers’ goods, the inclusion of some 
stable stocks will make his whole list more stable. With- 
out them, any interruption or pause in the heavy goods 
recovery might well result in alarming fluctuations in the 
value of the portfolio as a whole. Few individuals are 
so constituted that they can watch a decline, even 
though it be only on paper, beyond a certain point with 
tequanimity. And peace of mind is a factor not to be 
slighted, for no one can regard the economic outlook 
dispassionately in an atmosphere of fear and quaking. 

By including some relatively high yield preferred 
stocks in the accompanying table, it may seem that we 
have done just exactly what we warned the investor not 
to do—countenance a lowering of investment quality for 
the sake of a better than normal return. This, however, 
is not the case, for we have considered these preferreds to 
have been bought, not with the strictly investment por- 
tion of funds available, but those set aside for more 


JANUARY 2, 1937 


speculative commitments. In other words, the pre- 
ferreds are not displacing an equivalent amount of 
bonds, but rather an equivalent amount of common 
stocks. Some individuals dislike the hybrid characteris- 
tics of preferreds that are not of true investment quality 
and one could raise no objection if these men decided to 
have nothing to do with securities which are neither one 
thing nor the other and placed the money in stocks. 
When it comes for the investor to make a decision as 
to what proportion of his money shall be placed in the 
different mediums available, he is confronted with a 
strictly individual problem concerning which it is only 
possible to point out some of the factors to be taken into 
consideration. What is his position; what personal obli- 
gations has he; what other assets? All these play a part. 
The man, for example, who possesses a heavy commit- 
ment in insurance is entitled to take the attitude that 
this is a “money” investment and, therefore, that balance 
will be achieved with a smaller number of bonds than 
would be the case had he no such insurance. Similarly, 
a man with a substantial commitment in real estate, or 
his own business, may well feel that his position demands 
larger holdings of good, easily-marketed bonds. He will 
recognize, of course, that a rising cost of living is reduc- 
ing the purchasing power of (Please turn to page 388) 
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Developments Worth Noting. 


BY STEWART M. GRANGE 


Profits in Air Transport 


The prospective rapid adoption of the new Douglas 
DC-3 plane by the domestic air transport industry is 
of great import to investors and speculators interested 
in the aircraft group of securities. This ship has a pay 
load of about 5,200 pounds; compared with roughly 
3,485 pounds for the Douglas DC-2, and 2,582 pounds 
for the Boeing transport, both of which craft are now 
in general use by the leading air line companies. The 
DC-3 carries 21 seats against 14 for the DC-2 and 10 
for the Boeing. And what is even more interesting is 
its estimated cost of operation per plane mile: only 
$0.69, which compares with average of roughly $0.62 
for the smaller transports presently in operation over 
our airways. 

Up to now essentially no profit has been realized by 
American air line companies despite the fact that traffic 
has been increasing by leaps and bounds, and the 
finances of the organizations have needed the support 
of Government bounties in the form of mail contracts. 
[t is entirely possible, with the advent of the new Doug- 
las DC-3 and others to follow, that the greater carrying 
capacity will result in a very substantial reduction in 
the number of miles flown for the same amount of 
passenger traffic, once schedules are adjusted to the use 
of the larger ships. The.major problem of the transport 
companies has always been a technical one; larger and 
more economical craft were necessary before they could 
hope to become independent of outside help. It now 
appears that the turning point toward real earnings 
capacity has been ushered in by the introduction of 
the Douglas DC-3. Such well-known companies as 
Transcontinental & Western Air, American Airlines, and 
United Air Lines are in a position to benefit. 


Undistributed Profits Tax Slated for Change 


It is understood that the Interstate Commerce Com- 
mission’s coming annual report to Congress will have 
some harsh things to say about the effect on railroads 
of the tax on undistributed profits. The IC C is requir- 
ing that all railroad bond indentures carry sinking fund 
provisions, and to impose a heavy undistributed profits 
tax on earnings diverted to sinking funds is thought 
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to subject the roads to unmerited hardship. This fol- 
lows remarks to the effect that the law could be im- 
proved made by Jesse Jones, Chairman of the Recon- 
struction Finance Corp. Indications such as_ these 
coming from official circles would seem to carry con- 
siderable weight. If the law were to be amended during 
the present year, the results might well prove disap- 
pointing to those stockholders, optimistic enough to 
believe that the flood of dividends distributed towards 
the end of last year was something whose continuance 
they could count on. In the same connection, it might 
be noted that rising prices make necessary additional 
working capital and that should prices go on rising as 
they have in recent months it will not be a question of 
choice whether companies retain a fair percentage of 
profits in the business but a quite essential action if 
they are to stay in business. 


World Interdependence 


The condition of the German people has grown des- 
perate. There is a shortage of many important food- 
stuffs. The public waits in line before stores with ration 
cards; it is urged that they waste not even the crusts 
of bread. A strong case can be built up showing that 
the deplorable situation is entirely the fault of the 
country’s own leaders—that if less of Germany’s ex- 
ports had gone to pay for raw materials entering into 
her armament program more would have been available 
for the importation of necessary foodstuffs. All this. 
however, is beside the point. The fact of the matter is 
that Germany is now keyed up to take the most reck- 
less chances. The rest of the world does not know 
where the lightning will strike, but it fears a conflag- 
ration growing out of the activities of German troops 
in Spain, or even that Germany will assay military 
operations to the east. Despite the fact that Germany’s 
state is certainly not of their doing, there have been 
developments recently in both the United States and 
Great Britain that indicate a recognition of the gravity 
of the German trade situation and move to alleviate it. 
In the United States the Treasury has announced that 
it will not assess countervailing duties against German 
goods figuring in “barter” transactions. In London 
there has been formed a corporation under the auspices 
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of the British and German Governments which has as 
its objective the facilitation of barter between the two 
countries. In other words, two important steps have 
been taken to help Germany obtain those foodstuffs, of 
which in all probability her own stupidity has deprived 
her. The whole thing is a striking illustration of the 
world’s interdependence and how countries must try 
and correct the errors of others, lest they all be dragged 
down to common disaster. 


Investor in Mines Safeguarded 


Following hearings, investigation and the advice of 
experts, the Securities & Exchange Commission has 
issued the first of a series of special registration forms 
to meet the requirements of different industries. The 
new form is applicable to mining companies organized 
within two years prior to the date of filing. The Com- 
mission’s principal objectives are to inform the investor 
as to whether the ore body is in any way proven or 
whether it is virtually undeveloped; and to show what 
proportion of the money raised by the sale of the securi- 
ties actually will go into the mine and what proportion 
represents promoter and salesmen’s compensation. Pro- 
vision is also made for the disclosure of a tentative 
development program—not hard-and-fast figures, but 
a budget such as a responsible mining engineer would 
give to his principals. While nothing is riskier than a 
mining promotion, SEC or no SEC, certainly with 
the new form in force the investor will be able to form 
a better idea of that with which he is gambling than 
was usually the case in days gone by. 


Industry Migrates to the South 


It has become a common occurrence to read in the 
newspapers that some company was planning to spend 
one, two or more millions on the erec- 
tion of a new plant in the South. To 
cite but a handful of those that have 
done so, there is Mathieson Alkali’s new 
plant in Louisiana, Union Bag & Paper’s 
in Georgia, Tubize Chatillon’s rayon 
mill in Georgia, Monsanto’s plant in 
Tennessee, du Pont’s tetra-ethyl works 
in Louisiana, and the expansion of the 
Champion Paper & Fibre Co. in Texas. 
As a result of all the new construction, 
private building contracts awarded in the 
South for the first eleven months of the 
year reached an all-time record high. 
There are several reasons for the south- 
ern industrial migration. These would 
include the wish (1) to de-centralize in 
order to minimize the effects of possible 
labor troubles and to secure the savings 
which result when manufacturing oper- 
ations are near consuming markets; (2) 
to get closer to a source of raw material, 
and (3) to take advantage of a warmer 
climate and cheaper labor costs. A more 
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Psa of T. W. A. 
Douglas Alir-liner used by T. W. A. for passengers, mail and express service 


balanced economy in the South is desirable on general 
grounds: certainly it will contribute to the well-being 
of the country as a whole. Aside from this, however, 
the industrialization of the South may well result in 
an unusually large improvement in southern service 
industries, railroads and public utilities. 


Management Shown to Have Large Stake in Industry 


An opinion widely-held is that the so-called heads of 
industry have little financial stake in the businesses 
they manage. Like many another popular belief, thor- 
ough investigation shows this opinion to have little 
substance in fact. The S E C has just disclosed that 
on the average 21 per cent of all equity securities are 
held by “insiders’—in other words, officers, directors 
and persons holding more than 10 per cent of an issue. 
In the automobile industry the holdings of “insiders” 
amount to almost 36 per cent, in railroads it is 21 per 
cent, in primarily electric public utility holding com- 
panies nearly 24 per cent. In the case of operating 
public utilities the percentages held by “insiders” is 
quite small, owing, of course, to the great number of 
these which are controlled by holding companies. With 
management owning so large a stake in their own com- 
panies, it would seem to follow that the majority of 
the accusations levied at officers and directors to the 
effect that they were “milking” the property for their 
own ends cannot stand up in the face of the new evi- 
dence. It is true, of course, when officers and directors 
are in practical control of a corporation that they can 
elect to pay themselves large salaries, bonuses and other 
fees. Though these in some instances have been ex- 


cessive, they cannot be so large as to endanger the 
business and one may be certain that a man with a large 
personal fortune in a company is going to do the very 
best he can for it and the little stockholders who follow 
along will be beneficiaries of all such efforts. 
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News Notes on Companies 
Reeently Diseussed 


Corn Products 


For the first time this company has made public a 
detailed list of its investments. The company holds 
foreign and domestic bonds, preferred and common 
stocks and is similar in scope to a management invest- 
ment trust. However, the holdings are as of December 
31, 1934—two years old. The company seems open to 
criticism for not having made this information available 
sooner and as of a more recent date. 


Consolidated Edison of New York 


Recently announced rate reductions which will save 
consumers some $7,000,000 annually. The company’s 
stockholders, however, will be gratified to learn that 
they will not be asked to pay the whole bill, or, indeed, 
the major part of it, for widespread mergers within the 
system are expected to result in substantial tax and 
other savings. 


Commercial Investment Trust 
Commercial Credit 


Although volume of business and profits broke all 
previous records last year, the stocks of the finance com- 
panies have displayed market weakness because of the 
Federal Trade Commission investigation. The Com- 
mission has charged misrepresentation of the amount of 
interest charged installment purchasers of automobiles. 


Douglas Aircraft 


Market weakness is attributed to continued produc- 
tion difficulties. Company has received a tremendous 
amount of new business and has had to expand plant, 
but it is believed profits are lagging behind volume. 


Patino Mines & Enterprises 


Recently declared a special dividend of 60 cents a 
share. Among the beneficiaries will be National Lead, 
which owns a substantial stake in Patino. 


Western Union 


The 75-cent dividend declared last month was a dis- 
appointment to those who remembered the $2 declared 
a year ago when earnings were less substantial than 
they are today. It seems, however, that another wage 
increase impends and this, together with the charges for 
social security which will hit this company especially 
hard, weighed heavily with the directors. 
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Transcontinental & Western Air 


The number of passengers carried in November was 
122% ahead of November, 1935. The company’s presi- 
dent said: “The entire increase cannot be traced to 
(fare) reductions alone because better weather also 
was a factor. But neither do these encouraging figures 
accurately reflect the results of lowering rates because 
we were unable to accommodate hundreds of pas- 


sengers.” 


Niagara Hudson Power 
Mohawk Hudson Power 


Directors of the two companies have agreed to submit 
to their respective stockholders a plan to eliminate the 
latter. This is in line with the general trend for holding 


Westinghouse Electric 


Earnings equivalent to nearly $6 a share are indi- 
cated for 1936. Company recently announced price in- 
creases on generators, boilers and other equipment. 


Du Pont 


Starts production on new plastic, “Pontalite,” which 
differs in many important respects from all plastics now 
on the market. 


United Gas 


For the twelve months to November 30, 1936, re- 
ported net income equivalent to 30 cents a share of com- 
mon stock, compared with but $2.04 a share on the 
second preferred stock in the corresponding previous 
period. The rapid betterment in the affairs of the com- 
pany are in large part responsible for the upward move 
in Electric Power & Light which controls it. 


Kennecott 


Rising demand and soaring prices for copper have 
induced Kennecott to make improvements to its Utah 
property and also to reopen its Chino and Ray mines. 
The former has been closed for more than three years 
and the latter for nearly four. 


International Nickel 


Announced the completion of the expansion program 
at the Port Colborne refinery and also of important 
extensions to mines and smelters. President says that 
company’s productive capacity now provides adequate 
reserve above today’s consumption. 
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Labor Unrest in 
Motors and Steel 


Today's Widespread Strikes Denote Changes 


in Fundamental Order 


BY GEORGE L. CAREY 


Mass Americans at the present time serenely take 
the view that this country has always been beset by 
labor trouble during its emergence from depression and 
that the epidemic of strikes in the current recovery 
is therefore nothing unusual. Upon investigation, how- 
ever, this view hardly stands up. In the past, the 
Government’s position was a neutral one: today, is 
there any one who believes seriously that the Gov- 
emment is not strongly sympathetic to labor’s cause? 
Not only is it the Federal Government that is sympa- 
thetic, but also state and municipal government. In 
the past, there was no such thing as a vested interest 
in public charity: today, it is the accepted attitude 
that a man out of work, whether because of his own 
fault or not, is entitled to support at the public expense. 
Finally, the Lewis conception of unionization by indus- 
try, rather than by trade which is the case with the 
American Federation of Labor, is something new. 
Starting out with the steel industry as the first objec- 
tive, Lewis’ Committee for 
Industrial Organization ap- 
pears to have made more 
headway with that “open- 
shop” kingdom, the auto- 
mobile industry. This has 
been skillfully done by at- 
tacks upon. “key” manu- 
facturers of parts. Bendix 
experienced a strike which 
resulted in a shortage of 
brake parts: the strike at 
Midland Steel Products de- 
prived Chrysler and other 
manufacturers of frames: 
the strike at  Kelsey- 
Hayes Wheel threatened 
Ford and others with a 
shortage of brake-drums 
and wheels; then there is 
the strike of flat glass 
workers which, if it con- 
tinues many weeks longer, 


Wide World Photo 
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Employees in the recent "sit down strike" at Bendix plant 


will practically paralyze the automobile industry and 
this in turn will deal a body blow to steel and other 
industries. 

Apparently these successes have led Lewis to believe 
that he is sufficiently strong to move on to the auto- 
mobile companies proper and demands have been made 
upon General Motors that the company discuss “col- 
lective bargaining.” 

In some cases, although by no means all, the work- 
ers have justifiable cause for complaint over wages and 
hours. Industry has done much to eliminate such causes 
by raising wages and paying bonuses. The steel indus- 
try has raised wages; so has the automobile industry— 
and made many extra distributions to boot. Whether 
or not, however, wages and hours are the ostensible 
points on which the particular trouble rests, the real 
struggle is over the amount of power that labor shall 
have to dictate to capital and the country as a whole. 
It is a struggle of tremendous social and political sig- 
nificance and much de- 
pends upon whether labor 
will go too far as it prob- 
ably has in France and in 
some of our Latin Ameri- 
can neighbors, or whether 
some such happy medium 
as has been attained in 
England can be attained 
here. 

Economically also, the 
struggle is of great import- 
ance. No one will deny the 
right of labor to attempt 
a higher standard of liv- 
ing: indeed, in some indus- 
tries, there is not a soul in 
the country that does not 
deplore the fact that it is 
not higher. On the other 
hand, there are economic 
laws that neither labor, in- 
(Please turn to page 383) 
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The Boom in Metals 


With Consumption and Prices Rising, Copper, 


Lead, Zinc and Nickel Are in a Favored Position 


BY EDWIN 


L, the closing weeks of 1936, prices for three of the most 
important non-ferrous metals recorded gains of almost 
sensational proportions. As this is written, prices for 
these metals have recovered to the highest levels since 
1930. Promising to have a salutary effect upon the 1937 
earnings of leading producers, the factors which have 
been responsible for rising prices and the restoration of 
the non-ferrous metal industry to a profitable status are 
noteworthy—particularly so with relation to their con- 
tinued effectiveness in the months ahead. 

Of prime significance, in the present setting, is the 
fact that the steady rise in copper prices over the past 
year has been based to a considerable extent upon the 
sound economic principle of supply and demand. There 
has, of course, been some forward buying. Processors 
have been eager to protect themselves against further 
price rises but there is no indication that inventories in 
the hands of users are excessive. 

The dawn of depression found the copper industry 
seriously burdened with huge supplies of mined copper, 
demand for which faded rapidly as the depression deep- 
ened. Copper prices after holding at eighteen cents a 
pound for a brief period in 1930, dropped until early in 
1933 copper was selling for five cents a pound. Desper- 
ate measures were called for to bring copper supplies 
more nearly into balance with a sub-normal demand. 
Co-operative efforts directed toward curtailment of pro- 
duction, and in which a large proportion of the produc- 
tive capacity of the industry participated, ultimately 
enabled supplies of mined copper to be gradually ab- 
sorbed in the market, until the statistical position of 
copper became visibly strengthened. As a result, with 
increasing general business activity, the copper indus- 
try has found it possible to restore prices to a level which 
insures most producers a good margin of profit. 

Notwithstanding the fact that during the past year 
both domestic and world production of copper ore and 
refined copper increased materially, output has lagged 
behind demand and at the end of November stocks of 
refined copper were lower than they were at the same 
time in 1935. Confronted with this evidence of under- 
lying statistical strength, there is scant likelihood that 
excessive supplies will menace the price level in the near 
future. 

It is conceded, however, that present prices are high 
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enough to make it profitable for marginal producers, 
whose extraction costs are relatively high, to step-up 
their output and reopen idle mines. Not only marginal 
producers, but the larger companies with a productive 
capacity which has not been fully employed in recent 
years have been encouraged to increase their output. 
Kennecott resumed production in two large mines, on 
January 1. These developments, however, have been 
received calmly and without apparent effect upon cop- 
per prices. 

As the situation now stands, producers, according to 
reports, are not particularly anxious to sell copper un- 
less buyers are able to convince them that their needs 
are desperate. Producers are apparently adopting this 
means of preventing processors from building up their 
inventories, much in excess of immediate needs. The 
assumption, therefore, is that producers are anticipating 
a further rise in prices and have confidence that poten- 
tial demand will not only support increased production, 
but higher prices as well. 


Large Potentia! Demand for Copper 


After the long siege of the depression. the desire of 
copper producers to take full advantage of a favorable 
situation is not difficult to understand. They are en- 
titled to a reasonable reward for their patient efforts in 
overcoming the unbalanced statistical position with 
which they were confronted in 1930. The industry in 
the past, however, has misjudged the ability of the mar- 
ket to sustain high copper prices and it is to be hoped, 
in the present circumstances, that attempts to raise 
prices will not go so far as to discourage consumption. 

In justice to the industry, it must be admitted that 
operating costs have risen, particularly the item of 
wages. Higher copper prices have been necessary in 
order to bring them into a reasonable relation to costs. 
Also in support of the industry’s hopeful attitude, pros- 
pects appear definitely favorable for a further increase 
in consumption this year. 

The brightest spot in the outlook for domestic copper 
consumption this year emanates from the belief that 
manufacturers of electrical equipment will obtain a sub- 
stantially larger volume of orders for heavy equipment 
of the type used by public utilities. Normally the electri- 


THE MAGAZINE OF WALL STREET 











cal in 
per ¢ 
trical 
factul 
tion | 
utility 
trans} 
ity in 
break 
many 
sary I 
plants 
years 
an eff 
for th 
tion h 
that \ 
towar 

Cor 
shoul 
ations 
indus' 
other 
as av 
consic 

In j 
to cor 


Cc 


America 








Americar 





Anaconc 





Cerro de 





Hecla M 





Howe Sx 





Hudson 





Internatic 


Kenneco' 





Magma | 





Miami C 





New Jer: 





Phelps D 





St. Josep 
U.S. Sm 


JANU 


jucers, 
ep-up 
rginal 
uctive 
recent 
utput. 
2S, OD 

been 
| COp- 


ng to 
r un- 
needs 
r this 
their 
The 
ating 
oten- 
tion, 


re of 
rable 
> en- 
ts in 
with 
-y in 
mar- 
yped, 
raise 
tion. 
that 
n of 
y in 
osts. 
yrOs- 
ease 


pper 
that 


sub- 
nent 
otri- 


EET 


cal industries account for 50 per cent of domestic cop- 
per consumption and although increased sales of elec- 
trical equipment of various types have enabled manu- 
facturers to enlarge their takings of copper, consump- 
tion has as yet been given but slight impetus by public 
utility demand. Increased electric power generating and 
transmission facilities are fast becoming an acute neces- 
ity in order to meet peak load requirements of record- 
breaking consumption of electrical energy. Moreover, 
many power companies cannot longer postpone neces- 
sary replacements. More than half of the steam-electric 
plants are ten years old and many are over twenty 
years Old. This demand must sooner or later become 
an effective factor, regardless of the legislative prospect 
for the utilities. But even this phase of the utility situa- 
tion has brightened, as indicated by reports and rumors 
that Washington will adopt a more conciliatory attitude 
toward the utilities. 

Consumption of copper in the United States this year 
should be further stimulated by increased building oper- 
ations, both industrial and residential. The automobile 
industry, a large user of copper, appears headed for an- 
other banner year, while such other important outlets 
as aviation and shipbuilding seem certain to require 
considerably more copper to fulfill their 1937 programs. 

In the face of this promising prospect, it is reasonable 
to conclude that domestic producers would prefer to in- 


crease output and maintain prices at an equitable level, 
rather than restrict output in the interest of higher 
prices and incurring the risk of restricting demand in 
favor of substitute metals, or encouraging importations. 
At the present time the domestic copper industry is pro- 
tected by a four-cent tariff. This tariff is due to expire in 
July, but will in all probability be renewed. At the 
present time this duty affords effective protection to 
domestic producers, and while the United States is the 
world’s largest consumer of copper it is no longer the 
major producer, so that under ordinary circumstances 
foreign producers with low costs could compete success- 
fully in our market. 

In some quarters it is reasoned that even were the 
present copper tariff non-existent, it is doubtful that 
much foreign copper would enter the domestic market, 
with conditions in Europe and elsewhere as they are to- 
day. Foreign producers are being pressed hard to 
supply the European demand for copper for rearma- 
ment programs, a condition borne out by the fact that 
copper prices abroad, despite our four-cent tariff, are 
slightly higher than domestic prices. Carrying this line 
of reasoning to a logical conclusion, it would appear 
therefore that so long as foreign demand is as keen as it 
is at present, foreign output of copper is unlikely to 
enter the United States in substantial quantities even 
if prices rise further. (Please turn to page 386) - 





Leading Producers of Non-ferrous Metals 




































































Earnings per Share Divs. Recent 
Est. Paid Quota- 1936 
Company 1935 1936 1936 tion High Low COMMENTS 

American Metal... 0.33 0.60 None 53 54% 27 Owns a large interest in a number of important mining companies, 
Also engages in custom Roney Substantial | improvement in earn- 
ings has permitted full | of d arrears. Shares have 
speculative merit. 

American Smelting & Refining.......... 5.01 7.00 4.05 95 103 5634 World's largest refining and smelting enterprise. Also owns large 
mining interests. Substantial reduction in funded debt, and large 
earnings justify generous dividend. 

Anaconda........... 1.29 1.60 1.25 52 55% 28 Greatly increased dividend income from subsidiaries and higher cop- 

\ per prices reflected in further earnings gains. Shares liberally dis- 
count near term outlook. 

Certo de Pasco........ 3.62 4.00 4.00 72 74 4734, Large output of precious metals reduces cost of copper production. 
Adding heavily to lead output capacity. Finances permit liberal 
dividends. 

Hecla Mining.......... 0.71 1.10 0.60 18% 191, 1034, Produces silver and lead. New oroperties promise important contrl- 
butions to earnings next year. Finances strong. 

Howe Sound........ 5 4.94 4.50 4.85 59 63 4834, Output includes lead, silver and zinc. Lower silver prices reflected 
in '36 earnings. Finances, however, sustain liberal dividend policy. 

Hudson Bay Mining & Smelting. 1.16 1.60 1.00 33 345% 223/, Important company favored by promising copper prospect. Shares 
have long term merit. 

International Nickel..... 1.65 2.25 1.30 64 66% 4314 One of the strongest mining issues. Company is the foremost pro- 

ucer of nickel. Excellent financial po-ition insures liberal divi- 
dend policy. 
; Kennecott Copper...... ‘ 1.22 2.00 1.70 61 633% 2814, World's second largest copper producer and one of the lowest cost 

‘ units. Shares, although not undervalued, have definite merit for 
longer term holding. 

Magma Copper......... 1.63 3.00 3.00 56 57 34% Earnings have shown strong recovery. Low-cost producer and likely 
to record further profits gains this year. 

Miami Copper........... ‘ : Nil 0.25 None 15 15% 534, Marginal unit with production costs high. Could show profits on 
recent prices for copper. Shares speculative. 

New Jersey Zinc........ 2.37 2.50 2.50 80 925% 6914 Produces zinc and zine oxide. C fact semi- 
finished products. Long record of ae dividends. 

Phelps Dodge............. 1.21 2.00 1.25 55 5634 255% Large d ti pper producer. Output includes quantities of sil- 

© ver me gold. ieee should show further appreciation this year. 

St. Joseph Lead............ 0.40 0.75 1.00 50 50 22 Largest producer of lead in U. S. Costs low. Earnings should reflect 
company’s favorable inventory position. Shares offer speculative 
promise. 

U. S. Smelting, Refining & Mining Co.... 10.31 8.00 10.00 87 10334 7214 Company, in addition to silver, produces large quantities of lead and 


zinc. Decline in ‘36 earnings reflects lower silver prices. 
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CUTLER-HAMMER 





Earnings On the Upward 
Trend 


Many Factors Point to An Acceler- 


ated Mechanization in All Industry. 


BY PIERCE 


A. a group, few companies face a better outlook at 
the present time than those connected with the mech- 
anics of producing, distributing and consuming elec- 
tricity. Output of electric power is at an all-time record 
height and, with construction and the heavy industries 
generally still to hit their full stride in recovery, there 
is every evidence of its going still higher. Cutler-Ham- 
mer is very definitely among the companies that will 
be beneficiaries of a larger number of consumers on the 
line and the increased requirements of old customers 
resuiting from the rapidly-proceeding greater electrifi- 
cation of industry. 

The company was formed in 1928 to succeed to a 
business established almost thirty years earlier. Meters, 
various kinds of motor control and wiring devices are 
among the products manufactured. There is hardly an 
industry which is not either a customer or a potential 
customer of Cutler-Hammer’s. Yet, while the company’s 
business is closely geared to that of the country as a 
whole, owing to the dynamic expansion in the use of 
electricity it is of the type which tends to fall less than 
normal during a time of depression and to rise to greater 
than usual heights as the business cycle swings to a 
time of recovery. 


Loss In Only Two Years 


In the recent depression Cutler-Hammer reported an 
operating loss in only two years, 1931 and 1932. From 
then on recovery has been rapid. From a deficit after 
depreciation in 1933, the company reported earnings 
equivalent to 20 cents a share in 1934, $1.83 a share 
in 1935, while for the year just ended it is estimated 
that some $4 a share will be reported. For the first 
nine months of 1936, earnings equivalent to $2.97 a 
share were shown. 

Cutler-Hammer’s capitalization consists solely of 
330,000 shares of common stock of no-par value. There 
are neither bonds nor preferred stock outstanding. 
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Financial position is sound. Current assets as of Sep- 
tember 30 totalled $4,279,692, of which $858,593 was 
in the form of cash. Current liabilities amounted to 
$676,577. 

Stockholders fared well last year, for the dividends 
distributed by the company totalled $3.50 a share. 
At current prices above eighty dollars a share this is 
not, of course, a large return, but the stock is naturally 
discounting in part its prospects. At the beginning of 
last year the same state of affairs prevailed and un- 
doubtedly will continue to prevail as long as the out- 
look remains as good as it does. 


Outlook Remains Good 


At the present time this discounting process does not 
appear to have been carried to an extreme, for, as was 
said at the beginning of this discussion, electric power 
production is at an all-time high and promises to go 
higher. Everything points to the greater mechanization 
of industry. Shortage of skilled labor, higher wages, 
social security taxation are among the factors tending 
to induce industry to lay greater stress on the machine. 
Moreover, the lowness of interest rates and the fact 
that the banks are glutted with loanable funds makes 
it comparatively easy to carry out any financing that 
may be necessary. Although Cutler-Hammer is well 
known for its rheostats, magnets and a diversified line 
of other products, its most important field is in motor 
starters, speed regulators, and safety and other switches. 
There is a place for all of these wherever machine tools 
are employed. 

It must not be thought that Cutler-Hammer stands 
out in the full blast of competition from the huge giants 
of the electrical equipment field, for this is not so. 
Many of the company’s products have been pioneered 
by itself and over many years it has aggressively carved 
out a little niche from which one cannot imagine its 
being ousted. 
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MALLEABLE & STEEL CASTINGS CO. 





Profiting from Heavy 
Goods Revival 


An Old Company with a Good Record, 
Now Listed on the N. Y. Stock Exchange 


BY ROBERT NELSON 


—_— the business is an old-established one, the 
common stock of the National Malleable & Steel Castings 
Co. has only recently been listed on the New York 
Stock Exchange. The present company was formed in 
1923 and succeeded a business organized some years 
before the turn of the century. The past record is a 
good one, for dividends were paid on the common 
stock of the predecessor company in every year between 
1891 and 1923 and in only two 


The corner was turned last year, net income of 
$109,592 being equivalent to 23 cents a share on 472,461 
shares of common stock outstanding. That the turn 
comes fast when it does come for this kind of business 
may be realized from the fact that net income for the 
first nine months of this year totalled $1,054,211, or the 
equivalent of $2.23 a share on the outstanding common. 
Capitalization consists solely of this stock; there is 
neither preferred stock nor 
bonds outstanding. 





years, 1933 and 1934, was the 


record interrupted by the pres- 
. Dividends. Maintained uninterrupt 


dly since 1891, except for 1933, and 





ent organization. 

As the company’s activities 
fall very decidedly into the 
field of heavy goods and as 
this was the type of business on 
which the depression fell with 
devastating effects, it is hardly 
surprising that the long-main- 
tained dividend record should 


fall. The National Malleable 


Capitalization. 
bonds. 
Working Capital Position. Sound. 


Earnings. 
1936, $2.23 a share. 


Business. 
automobiles, 


1934. Paid last year $2 in all. 


488,676 shares of common stock. 


Year 1935, 23 cents a share of common. 


Castings of many kinds for railroad equipment. 
Chain and miscellaneous castings. 


The outlook for the Na- 
tional Malleable & Steel Cast- 
ings Co. appears to be a bright 
one. Production in the auto- 
mobile industry during the 
1937 season should be moder- 
ately better than the good 
season just passed. It is, how- 
ever, in the railroad division 
that the greatest possibilities 
lie. As has been said, buying 


No preferred. No 


First nine months of 


Castings for 





& Steel Castings Co. makes car 

couplers and parts, truck side frames and _ bolsters, 
journal boxes and lids, draft gears and yokes and many 
small miscellaneous items used by the country’s rail- 
roads. Under normal conditions, the railroad division 
is the most important, but railroad buying has long 
been subnormal and is only just beginning to show 
signs of life. Hence, over the past year or two, parts 
manufactured for the automobile industry have held 
the spotlight. These consist of castings for axle, 
differential, steering gear and transmission housings and 
the line is sold to some of the most important automo- 
bile companies. In addition to the products sold to 
the railroad and automobile companies, National Mal- 
leable & Steel Castings makes various kinds of chain, 
castings for stadium chairs, pig moulds for various 
metals, conveyor buckets, small wheels for industrial 
cars and many other items. 
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on the part of railroads is 
only just beginning. An actual shortage of freight 
cars has been forecast in some quarters unless the 
volume of orders for equipment placed in the past few 
months expands materially. Yet, these recent orders are 
markedly above those placed a few months previously. 
It is true, of course, that a majority of those who make 
up the Interstate Commerce Commission have refused 
to extend the emergency freight charges and this means 
a large loss of revenue to the roads which is likely to 
be made up only in part by increased traffic. Even so, 
the railroads are in a position where they just must 
have motive power and equipment and it seems hardly 
likely that a company as experienced in the field as 
National Malleable & Steel Castings will fail to obtain 
its full share of the increased business. 
It is, of course, not possible to guess as to what this 
will mean to the stockholder, (Please turn to page 388) 
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Seasonal Opportunities and Warnings 
in Four Important Industries 


BY LLOYD CARLSEN 


Rising Attendance Favors Moving Pictures 


Attendance at motion picture theatres reaches a 
peak during the weeks immediately preceding and fol- 
lowing the year-end holidays. Ordinarily, this seasonal 
factor might be expected to result in a subsidence of 
public interest in motion picture stocks early in Janu- 
ary, suggesting the advisability of liquidating short 
term commitments in this 


inating such inducements as “bank-nite,” double-fea- 
tures, etc. 

The industry is also benefiting as a result of the more 
equitable scale of theater rentals. In the case of some 
companies rentals were adjusted during a recent period 
of receivership, and in others the expiration of leases 
has permitted them to negotiate new arrangements on 
a more realistic basis. Once the fixed pay-point of a 

theater has been covered, 
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of representative com- 
panies. 

The motion picture industry has been one of the 
first to feel the impetus of increased public purchasing 
power. There is an excellent possibility that aggregate 
attendance at theaters during the past year will exceed 
the previous high record of 1930. Not only does in- 
creased attendance promise to fatten the earnings of 
such producers as Warner Brothers, R.K.O., and Para- 
mount which operate large theater chains, but it also 
means increased rentals for those companies which are 
less directly affected. 

To the credit of the industry, it should be noted that 
it is well aware that the public no longer goes to the 
movies merely for the novelty of it, or just to “do 
something.” The quality of feature releases has been 
greatly improved during the past several years and 
many of the most successful films have been based on 
plays and books upon which the public has already 
placed its stamp of approval. Production costs have 
risen as a consequence, but a costly picture is not neces- 
sarily an expensive one if it is a “hit.” As yet, there 
has been no general increase in admissions, the average 
being less than 25 cents as compared with 30 cents in 
1929. That higher admissions are a definite prospect, 
however, is indicated by the policy of many theaters, 
particularly in larger cities, of raising matinee prices, 
reducing the period of cut-prices, and gradually elim- 
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much less pronounced than 
formerly. 

This preponderance of constructive factors should be- 
come increasingly effective in strengthening the position 
of motion picture securities and with prevailing quota- 
tions indicating a very modest ratio of price to earn- 
ings, the continued retention of present commitments or 
the purchase of selected issues should prove profitable. 


Heavy Stocks May Retard Liquors 


Two factors combine to inject considerable uncer- 
tainty into the near term outlook for the liquor indus- 
try. Consumption is due to taper off sharply after the 
Christmas and New Year holidays and the industry will 
enter 1937 with whiskey stocks in warehouses at an 
all-time high. While various opinions in the industry 
profess to see no particular danger in this situation, 
the fact remains that it is not a very healthy state of 
affairs upon which to base longer term investment action. 
Until it is more definitely determined that the industry 
can carry and absorb the present large stocks without 
seriously disrupting the price structure, the investor 
would appear well advised to eliminate liquor securi- 
ties from his portfolio. 

In defence of the industry’s policy in building up 
large stocks of aging whiskey, it is only fair to point 
out that such stocks were negligible at the advent of 
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Repeal three years ago and their accumulation has 
been necessary to correct this deficiency and insure 
ample supplies of bonded (4-year-old) whisky, both as 
such and for blending purposes. The indications are, 
however, that stocks have now exceeded what might be 
logically regarded as ample to meet present consump- 
tion. At the end of October, last, domestic whisky 
stocks totaled 352.6 million gallons as compared with 
pre-prohibition peak of 278.1 million gallons in 1914. 
Consumption, as revealed by Treasury figures, has in- 
creased but is still behind the pre-prohibition level and, 
of course, it is even lower on a per capita basis. Based 
on the recent rate of consumption present stocks are 
equivalent to a five-years supply, whereas a four-years 
supply would be regarded as adequate. It is only too 
obvious, therefore, that consumption must increase sub- 
stantially, and it may be necessary to stimulate it by 
lower prices. If prices are reduced, and consumption 
gains appreciably, the industry then becomes vulnerable 
to social attacks. All in all, not a situation calculated 
to inspire confidence in the near term outlook. 

The fact that a substantial portion of aging stocks 
are concentrated in the hands of the leading distillers, 
financially able to carry them, may prevent “dumping” 
and if production is restricted to more normal propor- 
tions the situation could doubtless be overcome without 
incurring serious difficulties. It is difficult to reconcile 
the necessity of careful control with the fact that in the 
year ended June 30, last, the domestic producing ca- 
pacity for distilled liquors increased from 1,094,114 gal- 
lons daily to 1,301,347 gallons. Probably the solution 
to the industry’s problems lies in the stamping-out of 
bootlegging. A survey made by the Institute of Pub- 
lic Administration estimated bootleg consumption in 
1935 at 40,000,000 gallons. There is considerable 
debate as to whether reduced taxes, state monopolies 
or more efficient enforcement of laws are the proper 
solution to the bootlegging problem, but until some 
means have been found to eliminate this evil the 
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legitimate interests will continue to be deprived of a 
vital proportion of total consumption. 


Retail Trade Reaches a Peak 


It is no longer news that Christmas trade in the de- 
partment stores and other retail agencies was the largest 
since 1929. Gains ranged from 4 to 15 per cent in vol- 
ume and the gain in earnings will be even larger due to 
the fact that sales volume during the past year was 
substantially in excess of the minimum necessary to 
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meet overhead. Profits will be additio ree 
wider unit margins. Merchandise inventories acquill’ 
earlier in the year have been moved into customers’ 
hands at advanced prices, little or no sales resistance 
having been encountered. Luxury sales, on which the 
margin of profit is much wider than staple merchandise, 
were appreciably greater last year. 
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During the past year everything seemed to play di- 
rectly into retailers’ hands. The soldiers bonus, a steady 
stream of funds from various government agencies, in- 
creased wages, larger salaries and a flood of extra divi- 
dends at the year-end, all combined to impell cus- 
tomers to buy more and better merchandise. Most of 
the large retail organizations were plentifully supplied 
with inventories acquired at prices lower than their cur- 
rent replacement cost and were thus in a position to raise 
prices without risking the possibility of restricting sales. 
Conditions were particularly favorable to some of the 
larger department stores which heretofore have been 
handicapped by a very heavy overhead and while sales 
continued to gain, the volume was not sufficiently large 
to produce a corresponding gain in net. Last year, 
however, the larger sales volume was handled without 
an equivalent increase in overhead and net earnings 
promise to be appreciably higher. 

As to 1937, however, both operating and merchandis- 
ing costs appear almost certain to be larger. Labor 
expenses and social security costs will not only add to 
wholesale prices but they will also have to be borne by 
all retail agencies. To be sure, rising prices are more 
favorable to the operations of retail trade than are 
declining prices but at this advanced date some doubt 
must be expressed as to the extent to which higher costs 
may be passed along to the customer. It is possible 
that no serious difficulty may be encountered in this 
connection but much would seem to depend on the 
extent to which consumers’ buying power keeps pace 
with rising prices. Not only is the consumer faced with 
higher prices for drygoods and other department store 
items but outlays for food and rent will also be higher 
this year. 

The majority of the department stores end their fiscal 
year on January 31. Along about that time market 
interest this group is likely to slacken, awaiting more 
definite evidence as to the trend of sales and profits, 
usually supplied by Easter trade. Unless, therefore, 
present holders of department store stocks are willing 
to see their commitments through a dull period, possibly 
at lower prices, they probably can be sold to best ad- 
vantage at this time. Excep- (Please turn to page 389) 
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Three Low-Prieed Stoeks 
in Favorable Position 


Oil—Electrical Equipment—Steel 


BY PHILLIP DOBBS 


Weston Electrical Instrument Corp. 


The business of the Weston Electrical Instrument 
Corp. is a highly specialized one which goes back nearly 
forty years. The company’s line includes several hun- 
dred kinds of electric measuring apparatus. It makes 
all those complicated-looking dials which are such a 
feature of switchboards in generating stations—volt- 
meters, ammeters, wattmeters, ohm- 


improvement in business and earning power probably 
would result in the “A” stock being called and the value 
of the participating feature nullified in this way. 

At the present time the Weston Electrical Instrument 
Corp. faces a bright outlook. With the output of 
electric power making all-time record highs and promis- 
ing to go still higher, the size of the demand for measur- 
ing apparatus is self evident. The company is a bene- 
ficiary, of course, not only of increas- 
ing activities on the part of power 





meters and so forth. Photoelectric 
equipment and thermometers are 
made also. The business is interna- 
tional in scope, the products being 
distributed directly or through agen- 
cies both here and abroad. 1935 

Like everyone else, Weston Elec- $0.98 
trical Instrument was hit by the de- 


> 


Earned per Share 


$0.73 


Weston Electrical Instrument 
Corp. 


1st Nine Mos. Current Paid 
1936 i 


companies, but of the electrification 
of industry. Strongly entrenched in a 
specialized field, a business well-bol- 
stered with patents, the company 
seems certain to participate fully in 
and extension of the recovery. 

A purchaser of the stock, however, 
who wishes to obtain a stake in the 


Price 1936 
$24 $0.85 





pression. Losses were reported in 1932 
and in 1933: in later years profits were 
shown. For 1935 the company reported net income of 
$225,462 after depreciation and taxes. This, after divi- 
dend requirements on 34,376 shares of Class “A” stock, 
was equivalent to 98 cents a share on each of the 160,583 
shares of no-par common stock outstanding. For the first 
nine months of this year net income totalled $161,885, 
equivalent, after nine months’ dividends requirements on 
the “A,” to 73 cents a share on the common. 
Capitalization consists solely of the Class “A” and 
common stocks mentioned above. The company has 
neither preferred stock nor bonds outstanding, although 
notes payable to banks as of September 30, 1936, totalled 
$400,000. The “A” stock is a cumulative participating 
issue. It is entitled to cumulative dividends of $2 a 
share annually and then participates equally with the 
common after the latter has received dividends of $1. 
It is redeemable at $37.50 a share, or at about the price 
at which it is currently selling. Dividends of 85 cents a 
share were paid on the common stock last year, so that 
the participating feature of the “A” was not operative. 
Indeed, the “A” has never received more than the 
nominal $2-rate (except when arrears were cleared up) 
but it is evident that a further improvement in the com- 
pany’s business might result in its receiving more than 
the fixed cumulative dividend. The trouble from the 
standpoint of the investor, however, is that a further 
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anticipated betterment must bear in 
mind the smallness of the issue and the consequent thin- 
ness of its market. The spread between the bid and the 
asked price is often wide, which means that the stock- 
holder runs the risk of obtaining an unexpectedly low 
price upon forced liquidation. Nevertheless, for one 
who recognizes such objections and is willing to hold 
patiently with the longer-term outlook in view, Weston 
Electrical Instrument is a stock which eventually should 
prove profitable. 


Transue & Williams Steel Forging Corp. 


A manufacturer of all kinds of steel forgings, stamp- 
ings and shapes, the Transue & Williams Steel Forging 
Corp. leans heavily upon the automobile industry. Toa 
lesser extent railroad equipment and oil refining con- 
tribute to its business. In addition, the company makes 
a line of kitchen ware under the name “Nirosta,” a 
stainless steel. The plant is located at Alliance, Ohio, 
and consists of forging and stamping departments. 

The past record of Transue & Williams is one of 
erratic earning power. Even under more-or-less stable 
conditions for general business, there were wide fluctua- 
tions. In the years between 1921 and 1929 profits varied 
from a high of $4.59 a share of common stock to a 
substantial deficit. More recently, deficits were reported 
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for the five years prior to 1935. In the first nine months 
of last year the company showed a profit of $95,104, 
after ordinary taxes and depreciation but before federal 
income taxes and levy on undistributed profits. This 
was equivalent to 74 cents a share on 128,000 shares of 
common stock outstanding. For the full year 1935 
earnings after all deductions were equivalent to only 43 
cents a share of common stock. 

The 128,000 shares of common stock is the company’s 
sole capitalization. There is no preferred stock, bonds 
nor bank loans pay- 
able. At the end of 
last year current as- 
sets totalled $974,442, 
of which $271,994 was 
in the form of cash. 





Transue & Williams Steel Forging 
Corp. 


Earned per Share 
1st Nine Mos. Current Paid 


1935 1936 Price 1936 Current liabilities as 
“ori sae $18 $0.50 of the same date 
" t e 

iii ibaa tial amounted to $151,- 


484. Making allow- 
ance for the fact that 
the company is not a large one, its working capital 
position must be considered strong. 

Last year Transue & Williams paid dividends totalling 
50 cents a share on its common stock. This year stock- 
holders may well receive more, for the company has 
never been one to hold back its earnings unduly and 
now, under the influence of the tax on undistributed 
profits, it is less likely than ever to do so. However, 
the matter of dividends is mainly a matter of profits 
and this in turn depends largely upon the degree of 
activity in the automobile industry. If it were solely 
an economic question one could hardly conclude other 
than that the outlook for the automobile industry was 
a bright one. Unfortunately, the possibility of labor 
trouble—a possibility that is closely tied to politics— 
has injected an element of uncertainty into the situation. 
Not that any amount of labor trouble which is con- 
ceivable at the present time is likely to be more than a 
temporarily adverse factor. But widespread shutdowns, 
even though they were of only short duration, might 
well have serious repercussions in the stock market. 
Barring the unpleasant contingencies in Mr. Lewis’ bid 
for the throne of labor, in the present phase .of the 
business cyele Transue & Williams appears to possess 
some interesting speculative possibilities. 





Barnsdali Oil Co. 


Increased consumption of petroleum products, to- 
gether with much reduced inventories of crude oil, is 
a set of conditions calculated to bring about higher 
prices. Indeed, they have been announced already by 
some companies, the Barnsdall Oil Co. being among 
those that posted recently a 17-cent advance in crude, 
effective January 4. It seems that the only reason this 
move has not been made general is the industry’s belief 
that mid-winter is hardly the time to raise the price of 
petroleum products, for seasonably it is a time of rela- 
tively poor demand. If, however, this is the only thing 
preventing a general rise, it is only a matter of a month 
or ‘wo before such an advance is made. 

In 1925 the Barnsdall Oil Co. decided to divest itself 
of its ur profitable refining and marketing divisions and 
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become solely a producer. From the moment it did this, 
profits were reported. Concentrating upon the producing 
end of the business, the company has greatly strength- 
ened itself in the matter of reserves. The drilling record 
has long been an exceptionally good one, the proportion 
of non-productive wells being unusually small. Up to 
the end of August, last year, for example, only four 
non-productive wells had been drilled against 76 which 
were productive. Although operations are carried on 
in a number of states, the most important from Brans- 
dall’s standpoint are Oklahoma, Texas, Kansas and 
California. Total production in 1935 was in excess of 
six million barrels, or more than thirty per cent greater 
than in the previous year. 

For the last seven months of 1935, following the sepa- 
ration of the refining and marketing divisions, Barnsdall 
reported a net profit of $1,289,210, after taxes, deprecia- 
tion, interest, intangible development costs and other 
charges. This was equivalent to 60 cents a share on 2,131,- 
090 shares of common stock, excluding those held in the 
company’s own treasury. For the first nine months of 
1936, earnings were equivalent to 76 cents a share on 
a somewhat larger number of shares. For the full year 
1936, Barnsdall is expected to report a profit equivalent 
to slightly more than $1 a share. Such a showing would 
be moderately in excess of the current dividend which is 
20 cents quarterly. The capitalization of the Barnsdall 
Oil Co. consists solely of common stock. At the end of 
1935 there were 2,131,090 shares of $5-par stock out- 
standing, including 127,689 shares in the company’s own 
treasury. Neither bonds nor preferred stock are out- 
standing, although notes payable at the close of 1935 
stood at $1,800,000. 

When Barnsdall divested itself of its refining and 
marketing business a new company was formed, Barns- 
dall Refining. The Barnsdall Oil Co. took bonds, pre- 
ferred stock, notes and common stock in the new 
organization: the common was distributed to its own 
stockholders, but the other securities it presumably 
continues to hold. It has been suggested officially that 
it may be necessary to liquidate the refining company 
and in this case considerably less than face value might 
be received for the securities. The conservative attitude 
for one looking into 
the affairs of the 
Barnsdall Oil Co. is 
to give little weight 
to the investment in 
the refining company. 

Although at the 
present price of $25 
a share it appears 
that the stock of the Barnsdall Oil Co. is selling at a 
high ratio to its current earning power, the effect is 
largely the result of very conservative bookkeeping. 
The company follows the practice of charging off all 
intangible development expense. For example, in the 
first nine months of last year nearly $1,900,000 was de- 
ducted from earnings for intangible development: in 
addition to which leaseholds written off totalled more 
than $600,000. Together these items are considerably 
in excess of the reported net profit. All-in-all, the stock 
of the Barnsdall Oil Co. is an interesting medium through 
which to share in the betterment facing oil producers. 





Barnsdall Oil Co. 


Earned per Share 
ast7 mos. 1st 9 mos. 
1935 1936 


$0.60 $0.76 $25 


Current Paid 
Price 1936 


$0.80 
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Understanding Today’s Market 
Fluctuations 


Steels, Metals and Equipments in Active Phase 


BY FREDERICK K. DODGE 


2 
S TOCK MARKET interest of late has been becoming more 
and more concentrated in the lower-priced issues. In 
the past several weeks greater activity at rising prices 
has been witnessed in those stocks selling well below 
$50 a share. Development of strength and increasing 
turnover in this section of the list oftentimes betokens 
that speculation is deteriorating in quality, that it rep- 
resents the speculative “froth” so frequently observed 
near the end of an intermediate advance in the market 
as a whole. Indeed, many market commentators have 
been calling attention to the recent exhibition of increas- 
ing interest in stocks selling at relatively low levels, and 
have pointed out that there exists the possibility that it 
may be undermining the technical position of the general 
market. 

Numerous other students of market action, however. 
regard the widespread irregularity displayed in the mar- 
kets over the past several months as indicating that 
technical readjustments have been progressively taking 
place in many directions, while various other securities 
and groups of issues have been engaging in advancing 
phases. Such market action, they claim, keeps the under- 
lying technical position of the market as a whole from 
rapidly deteriorating. and there is no fear among those 


who hold to this view that we are nearing the climax of 
an intervening advance in the bull market pattern, with 
a general temporary reaction to be expected over the 
near term. 

Careful examination of the fundamental considera- 
tions that appear to apply to the lower-priced stocks 
that have been in the speculative limelight in the recent 
past, reveals, in numerous instances, that increasing 
market interest may be fully justified, and certainly is not 
altogether without reason. Most of these market leaders 
fall into groups representing fields of business endeavor 
that have definitely lagged in the recovery in earn- 
ing power displayed by many other sections of industry. 
and are only now showing signs of accelerated progress. 
Thus, reports from the business front are becoming in- 
creasingly favorable to companies operating in the steel. 
copper, lead, zinc, building, realty, motion picture, and 
railroad equipment industries. In going over any list of 
most active stocks and of stocks making new high price 
levels in the markets, it is readily seen that a great ma- 
jority of them represent companies in these industries. 
where signs of more rapid recovery of earning power 
are accumulating. 

In the steel group, for example, speculation seems to 





Keeping Up with the Active Stocks 








Shares Annual Earnings Interim Earnings Price Range 
Out- Divi- Recent Approx. — — - == ——— 1936 
standing dend Price Yield 1934 1935 1935 1936 High Low High Lew 
Interlake Iron........ 2,000,000... 17 d0.34 do.22 d0.34se9 0.03se9 13% 4% 17% 9% 
Inspiration Cons. Cop. . s0t67 _....- 20% : d1.09 d1.03 ae o 8g 2h = 21, 6% 
Am. R. & Std. San... 10,039,719  .45(1) 24% 1.8 0.11 0.25 ae 0.51se12 25% 10% 27% 18% 
Southern Railway...... 1,298,200 - 2354 d4.93 d3.48 d4.03se9 dO.47se9 1614 514 2614 12% 
Calumet & Hecla...... 2,005,502 -75(1) 153% d0.47 0.33 d0.39se9 0.24se9 6% 2% 16% 16 
Yellow Truck “B”...... 1,300,000 ‘ 22% d0.92 d0.26 d0.21se9 1.43se9 9%, 255 23% 8%, 
Armour (Ill.).......... 4,065,418 .... 6%, 0.810c12 0.532¢12 howe ie 61% 3% 7T¥, 45 
Miami Copper Co perass. .... 151g do.85 d0.24 oe ee 6% 2% 15% 5% 
N. Y. Central R. R...... 4,992,597 Te 41 d1.54 0.02 d1.28 0.70se9 2934 1214 4978 27% 
N. Y., New H. & H. conv. pfd. 490,367 . 1614 d13.57 d9.55 d7.710c10 d10.970c10 16% 5% 18%, TH 
Repeitie Slesl................. 4,046,767 28%, d3.43 0.49 0.29se9 1.10se9 2034 9 29% 16% 
Sa eeiiend.........5..4.. 1,955,674 11.00(1) 50 2.0 0.34 0.40 bdd0.04je6 bdd0.44je6 2534 10% 50 22 
(1)—Paid or payable in 1936. *‘—Cum; arrears $31.50 10/1/36. {—Includes extra. d—Deficit. bdd—Before depreciation and depleti~,,. 


se9—9 months ended Sept. 30. 


se12—12 months ended Sept. 30. oc10—10 months ended Oct. 31. 


je6—6 months ended June 30. 4 
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be based primarily upon the better statistical position 
of the industry and the barometric significance of rising 
scrap prices and prospective greater demands on the 
part of consuming industries. One of the suppliers of 
raw materials to the steel industry, Interlake Iron, has 
recently been subject to concentrated market interest, 
and has been reaching new high prices on relatively 
tremendous turnover for this stock. Technical indica- 
tions in the price and volume movements as observed 
on a graph have been clearly indicative of continuing 
underlying strength. The recent move in Interlake Iron 
started as long ago as early September, from a price of 
about eleven. Successive mark-ups were seen followed 
in each case by long “triangles” of fluctuations lasting 
for several weeks, and accompanied by declining volumes 
of trading. Republic Steel has been in an advancing 
phase since the beginning of July. This stoek represents 
a leverage equity position in one of the largest diversified 
steel companies, generally regarded as in the “marginal” 
producer category, and, therefore, in a position to grow 
in earning power rapidly if current expectations of future 
conditions in the industry materialize. Here again, tech- 
nical indications during the upward course of prices for 
the stock have been clearly promising. In every case 
since July when the price has leveled off or has receded 
slightly, volumes of transactions dropped immediately 
to a quite low daily figure; and, with every run-up in the 
price, turnover increased very substantially. 

Low-priced coppers have been fluctuating widely over 
the past two months. In the November 21 issue of 
Tue Magazine oF Wau Street the technical back- 
ground for the spectacular November uprush in the 
prices of Calumet & Hecla, Inspiration, and Miami was 
commented upon. Since then a technical reaction in 
these issues canceled roughly half the gains so quickly 
made in early November; but it was evident that their 
technical positions were not deteriorating at the same 
time, since volumes of transactions quickly receded to 
minimum levels. That this was the case became appar- 
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ent when, at the start of December, prices again en- 
tered an advancing phase, accompanied by swiftly 
mounting turnover. Copper stocks represent companies 
in the “commodity inventory” category, and as the price 
of copper is increased in reflection of growing demands 
and improving statistical position in this base metal 
industry, the high-cost or “marginal” producers quickly 
gain in earning power once their pay-points are passed. 
It is not unreasonable, therefore, that speculative in- 
terest should turn to such situations, when the general 
industrial background points to greater recovery in the 
capital goods industries where such large quantities of 
copper are consumed, and the outstanding tendency in 
the economic world of today is toward higher commodity 
prices generally. 

St. Joseph Lead and Eagle Picher Lead have been 
consistently strong marketwise since midsummer. There 
has not been a time over this period of rising prices in 
these two stocks when technical indications have been 
other than favorable. “Triangles,” “ascending bottoms,” 
“ascending peaks,” and numerous other formations 
significant of continuing strength have occurred in the 
price movements, and nearly always have they been con- 
firmed by the trend of transactions. Increasing market 
interest at higher price levels in these two representative 
stocks in the lead group is apparently justified by the 
growing strength in the statistical position of the lead 
industry, and the successively higher prices established 
in the markets for lead, as well as by the outlook for 
larger demands for the metal to arise from the budding 
boom in building construction, and the continued higher 
levels of automotive industry activity. 

American Radiator & Standard Sanitary (one of the 
largest and most representative stocks in the building 
construction group) is also one of the lower-priced issues 
to have recently gained a prominent place among the 
most active issues at rising prices, after having displayed 
clearly by its market action that underlying technical 
strength had been built up to (Please turn to page 392) 
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THE BUSINESS ANALYST 





Jalung. the Pulse of Business 


Wrs all components reporting 
considerably better than seasonal 
expansion the Index of per capita 
Business Activity since our last 
issue has risen to within 2% of nor- 
mal, a new record for the recovery 
and 28% ahead of last year at like 
date. It is, however, problematical 
if this high level of production and 
shipments can be maintained dur- 
ing the opening weeks of the new 
year, since strikes at accessory plants 
are already beginning to interfere 
with motor car assemblies, while 
efforts to unionize the automobile 
and steel industries may later 


—Advance Too Rapid 
—Commodity Speculation 
—Steel Rate at New High 


—Building Volume Rising 


ment activities following on the 
heels of artificially restricted pro- 
duction, are making such severe in- 
roads upon world stocks of indus- 
trial and agricultural staples as to 
cause an unhealthy speculative rise 
in prices without any large move- 
ment of commodities from one coun- 


trial consumers to stock up as a 
protection against yet higher prices. 
Of course no one knows how long 
this buying to build up inventories 
will continue to compete with pur. 
chases for current consumption in 
forcing up prices; but a day of reck- 
oning must come sometime, and the 
longer it is deferred the more severe 
will be the consequent set-back in 
production. 

Our own index of cash prices for 
the principal world staples has shot 
up 12% in two months, and is now 
20% higher than a year ago. 

Coupled with recent wage in- 








cause further slowing down in 
the rate at which new wealth is 
being produced, although the 
present situation is relieved by 
ending of several strikes. 

Gains in merchandise sales 
over the past few weeks have 
fallen somewhat short of earlier | 
expectations. Strikes and unfa- 
vorable weather in various sec- 
tions of the country are doubt- 
less partly accountable for this 
disappointing showing; _ but, 
whatever the explanation, it is | 
hard to escape the uncomfort- 
able feeling that production is 
running so far ahead of con- 
sumption as to invite an inter- 
mediate recession, possibly dur- 
ing the first quarter, in or- 
der to work off excess inven- 
tories. 

On the other hand foreign in- 
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fluences upon the domestic situ- 


creases, this is bound to produce 
much stiffer retail prices sooner 
or later; though thus far the 
consumer has had only a slight 
taste of the bitter medicine in 
store for him. According to the 
latest reports, wholesale prices, 
on an average, are now only 3% 
higher than a year ago, retail 
food prices are up a mere 1.2%, 
and the cost of living has ad- 
vanced but 3%. Yet, when 
present holdings of lower cost 
inventories are exhausted, re- 
placements must be made at a 
much higher price level, and 
mark-ups large enough to main- 
tain satisfactory profits are go- 
ing to be hard for the public to 
swallow without still greater 
wage increases accompanied by 
more labor disturbances. In 
England, commodity prices 





have reached the highest level 





ation are so unusual as to 

render it peculiarly hazardous to 
be dogmatic over the nearby busi- 
ness outlook at home. According to 
the League of Nations, world trade 
on a quantity basis has recovered 
only 7% from the depression low of 
1934, and is still 64% below the 
1929 level. Yet European arma- 
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try to another. Thus without any 
considerable increase in our exports, 
and without any abnormal expan- 
sion as yet in commercial bank 
credit, it appears that war dangers 
abroad have started a psychological 
price advance in this country which 
has practically driven large indus- 


since suspension of gold pay- 
ments five years ago. 

Fortunately the public’s purchas- 
ing power, up to present writing, 
continues to expand at a somewhat 
faster rate than retail prices; so that 
there is no immediate danger of a 
buyers’ strike. Farm income in Oc- 
tober increased nearly 12% over 
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the corresponding month of 1935. 
In November, factory payrolls were 
up 20%, while the volume of divi- 
dends declared was the largest for 
any month on record and exceeded 
November a year ago by 120%. 
While the latter splurge was evi- 


dently abnormal, having been 
forced by the new undistributed 


profits taxes, it is estimated never- 
theless that total dividend disburse- 
ments for the present calendar year, 
though about 25% under the peak 
year, 1930, will top last year by 
nearly 25%. 

In view of the present spread of 
incomes over the cost of living it is 
not surprising to find a well sus- 
tained demand for automobiles and 
housing. During November, for ex- 
ample, contracts awarded for new 
private residential — construction 
were 70% ahead of the correspond- 
ing period a year ago, about the 
same gain as shown for eleven 
months. 


The Trend of Major Industries 


STEEL—In their efforts to turn 
out “old price” products as quickly 
as possible the steel ingot rate has 
been stepped up to around 79% of 
capacity, which is near the best 
level attainable at present in view 
of the current shortage of coke. By 
turning out products at the higher 
rate of operations it is believed that 
unit cost will be reduced enough to 
maintain profits at a fair level. 
Some mills are booked so far ahead 
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that even at 100% it will not be 
possible to work off the low priced 
backlog until well along in Febru- 
ary. So that the present rate of 
operations seems likely to be main- 
tained at least up to the middle of 
the first quarter when rolling of 
rails will help to make up for any 
slackening in demand for lighter 
shapes that might develop in con- 
sequence of adverse motoring 
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weather. Rail orders henceforth 
will be booked at the new price of 
$39, an increase of $2.6214. Back- 
logs of unfilled orders for steel in 
the Pittsburgh district are esti- 
mated at 3,000,000 tons, a new post- 
depression peak. 


CONSTRUCTION — Contracts 
let in November for private con- 
struction in 87 states East of the 
Rockies were 70% ahead of the cor- 
responding period a year ago, com- 
pared with a cumulative increase of 
only 60% for the first 11 months. 
On the other’ hand, _ publicly 
financed projects, compared with 
1935, fell off 32% in November 
against a cumulative increase of 
55% for 11 months. The total es- 
timated cost of privately and pub- 
licly financed projects in November 
came to $209,000,000, a gain of 11% 
over last year, compared with a 


——-—- 





| | 
| 
| 


| BUILDING CONTRACTS 


“CLIT 





> bal oo 
o o °o 


1923 25=100 


iJ 
°o 

















*) | 

| 

7 — — - 
| I 
fUACEUORORTECUOROUTER FU CWETD| 


JF MAMSIJAS OND 











QU 




















cumulative increase of 56%. Evi- 
dently private construction is not 
as yet expanding fast enough to 
offset the tapering off in WPA and 
PWA activities. 





OIL—Although the 17c increase 
in crude oil price, recently an- 
nounced by Barnsdall and Conti- 
nental becomes effective on January 
1, other large purchasers have as yet 
not decided to follow suit. But with 
inflation in the air and a strong sta- 
tistical position, a general advance 
in the near future seems probable. 
It is estimated that refiners who 
buy their crude oil would have to 
1aise gasoline prices at wholesale 
by 7/10c a gallon to offset a 17c 
increase in the cost of crude. Stand- 
ard of New Jersey and Socony-Vac- 
uum have advanced the tank car 
price of heating and gas oils ce. 


RAILS—Although railroad freight 
traffic and passenger travel continue 
to expand at a greater than normal 


seasonal rate, the stocks and bonds 
of this group turned weak following 
refusal by the ICC to extend 
emergency freight surcharges be- 
yond January 1. The Commission 
believes that lower rates will be 
more profitable in the long run; but 
the compensating growth in ton- 
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nage will obviously require a longer 
period than passenger traffic to re- 
spond to lower tariffs. Unless the 
Commission should grant specific 
increases as a result of the sched- 
uled hearings, a 10% expansion in 
freight volume would be needed 
next year to merely hold earnings 
at the 1936 level. 





METALS—Although little cop- 
per is being exported at the present 
time, speculative demand at home 
and abroad has forced the domestic 
price up to 115¢c. Producers here 
lave been so effectively inoculated 
with the inflation virus that they 
are reluctant to accept orders even 
from domestic consumers, and have 
gone so far as to refuse to submit 
bids on really urgent requirements 
of the War and Navy departments, 
advancing the doubtless legitimate 
excuse of the Walsh-Healey Act in 
extenuation. Unable to acquire suf- 
ficiently large stocks from domestic 
producers, several of the more im- 
portant consumers of copper are 
agitating for removal of the 4c im- 
port duty; though it is doubtful if 
foreign speculators would be more 
willing to part with what is coming 
to be looked upon as a precious 
metal. The one big fly in the oint- 
ment is that a considerable increase 
in output has been scheduled for 
the next three months and, if specu- 
lators should suddenly decide to 
unload about that time, domestic 
consumers may yet thank our pro- 
ducers for preventing them from 
going the limit in overstocking. As 
might be expected in such an atmos- 
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phere, zinc and lead prices have also 
soared to the highest level in five 
years. 


AUTOMOBILES—Factory sales 
of motor cars in November came to 
394,890, only 169 units less than 
for November, 1935, despite the late 
start this year in bringing out new 
models. Registrations of motor ve- 
hicles in the United States this year 
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are expected to reach 28,277,000, an 
all-time high, and 8% more than 
last year. Consumer demand con- 
tinues unabated; but production is 
threatened by efforts to organize 
workers in the industry. For the 
closing weeks of 1936, Ford will be 
able to operate only three or four 
days out of seven, owing to a short- 
age of parts occasioned by strikes 
at accessory plants, and more exten- 
sive shut-downs may be forced after 
the holidays unless the labor prob- 
lem can be smoothed over. 


MERCHANDIS- 


1935, compared with a 14% increase 
for all of November. 


RADIOW—Although 8,000,000 ra- 
dio sets (4,500,000 of which were 
for automobiles) were sold to the 
American public in 1936, bringing 
the total number in use up to 
33,000,000, retail sales for the first 
half of December fell so far below 
expectations that manufacturers, 
fearing a glutted market for the first 
quarter of 1937, have slowed down 
production conspicuously. Part of 
the December slump in sales is at- 
tributed to strike-hampered motor 
car production and part to unusual- 
lv heavy demand during the elec- 
tion campaign. One favorable fea- 
ture of recent months has been a 
proportionately heavy call for high- 
er priced models. 


SUGAR—The AAA has raised 
import quotas of sugar for 1937 to 
6,682,670 short tons, an increase of 
248,582 tons over the 1936 quota. 
Cuban sugar securities, however, 
have been reactionary since our last 
issue, owing to action of the Cuban 
Congress in imposing a 9c tax on 
sugar. 


SILK—The supply of raw silk 
available for American consumption 
up to July 1 is estimated at only 
250,000 bales, against a probable 
demand of 270,000; so that higher 
prices are looked for. 


AVIATION—Passenger air mile. 
age for the first 10 months of 1936 
increased 31% over the correspond. 
ing period of 1935; express pound- 
mileage gained 67%. Airplane pro- 
duction is currently running about 
68% ahead of a year ago, with ex. 
port business playing a major role. 


SHIPPING—Idle ship tonnage 
throughout the world on June 30, 
1936, stood at only 4,250,000 tons, 
compared with 5,500,000 tons a year 
earlier, a decline of 22%. 


ELECTRIC POWER — Electric 
power output continues to establish 
new high records and is currently 
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running about 14% ahead of a year 
ago, against an 18.6% gain for the 
month of October. Owing to con- 
tinual reductions in rates, however, 
and to a growing proportion of in- 
dustrial demand, gross revenues from 
the sale of electric power in Octo- 
ber showed an improvement of only 

10.6% over the cor- 
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1935. For 12 months 
the increase in gross 
was only 7.5%. 


ee Conclusion 


While general busi- 
ness activity has ris- 
en to a new high for 
the recovery, present 
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with an 11 months’ 
improvement of 
14.5%; and depart- 
ment store sales for 
the first half of De- 
cember gained only 
4.1% over the corre- 
sponding period of 
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Miscellaneous 





labor unrest, coupled 
with possibilities of 
disturbing legislation 
under the next Con- 
gress, make the out- 
look for early months 
of 1937 a bit un- 
certain. 
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A Valuable New Book 





The 1937 Boom 


=/7How to Protit From It 


By A. T. Miller, Technical Market Authority 


A new book,—flexible cover,—clearly and simply presented in easy-to-read type,— 
illustrated with examples and tables,—giving you quickly a clear picture of the three 
phases since 1932—progressing into the fourth phase,—the great industrial expan- 


sion period just ahead. 


The contents of this book have never before been published either 
in THE MAGAZINE OF WALL STREET or in any other publication. 


This book will not be a theoretical treatise but a practical guide. 


It will tell you what industries to 


buy into,—how to select the best securities from the standpoints of management, business prospects, 


financial position and market sponsorship. 


From a stock market angle, it will explain timing in buying and selling.—the importance of considering 
volume in indicating a buying point—with timely illustrations,—the aspect of the thin market,—the 


effect of SEC regulations, ete. 


With the re-election of the Roosevelt Administration for four more years this book will be an invaluable 
aid as it is based on the lessons of the last four. Every point is clearly made so that you can apply them 
to your own investing,—just as our expert analysts do. 


CONTENTS 


Introduction—The Market Since 1932 


—The First Three Phases 
—The Fourth Phase—Now at Hand 


Chapter I—The Coming Era of Industrial 
Expansion 
—“Prince and Pauper” Industries 
~Heavy Goods Industries 
~The Dynamic Industries 
—The Newer Industries 


Chapter II—Comparisons Between Industries 
—Capital Goods and Dynamic Industries Compared 
with Consumption Goods Industries 
-Which Offer the Greatest Possibilities of Apprecia- 
tion in 1937? 
Chapter HI—Industrials vs. Rails and Utilities 
—Free Initiative Industries 
—Governmental Regulated Industries 
Chapter IV—Price Earnings Ratio 


—Profit Margins —Leverage 


Chapter V—The Bullish Credit Factors 


—Continued Government Spending 
—Vast Money Base ; 
—Expansion of Bank Deposits 


—Pay Point 


Chapter V—The Bullish Credit Factors—(Cont.) 
—Velocity of Bank Money 
—Effect of Refunding 
—Increase in New Capital Financing 
—Cheap Money 


Chapter VI—Effects of Government Regulation 


—Labor and Business Legislation 

—The New NRA? 

—Financial Regulation Through S EC 
—Thinner Markets? 

—Credit Policy of Federal Reserve Board 
—Taxation 

—Reserve Board Margin Policy 


Chapter VII—Effect of European Developments 
on the Market 


—Gigantic Foreign Stake in American Securities 
—If Withdrawn—When? 

—Flight of Foreign Currencies 

—Further Depreciation 

—Influence of War on International Currency 


Chapter VIII—Possibility of Inflation 


—Gradual Rise 

—Accelerated Commodity Increase 
—Outlook for Bonds and Preferred Stocks 
—Best Hedge 


Chapter IX—Wisest Investment Policy for 1937 
—What to Buy—What to Hold—What to Sell 


This Book Is Not For Sale — Special Offer 


On Next Page Brings It To You — FREE 




























































Start Him Right 
for 1937 


You are acquainted with someone faced with the responsibility of making successful investments— 
perhaps for the first time. 


1937 will be his year of big opportunity—yet he cannot succeed alone any more than a newcomer to your 
business could make the success that you have made without careful guidance. He will have to acquire 
experience—that certain technique—he must know what it is all about. He can’t just go by surface in- 
dications—he must keep up to date on all changes in —_ business and investment situation—on every 
new development. 


You can start him firmly on his way to investment success in 1937 by giving him THE Macazine or 
WALL STREET. 


—For Your Friends and Associates 
The Magazine of Wall Street Offers 


1—Business and Investment Counsel which appears every fortnight in THE Macazine or WALL 
STREET throughout the year—cannot be excelled no matter what price you pay. 


2—Personal Investment Counsel—Our Confidential Inquiry Service molds the information appear- 
ing in THE Macazine oF WALL STREET to meet the individual requirements of our subscribers. 


> G i f t & —Give The Magazine of Wall Street to— 


Your Vaiuable Business Contacts—who will appreciate your interest 
in their progress. 

THE Macazine or WALL 

Street for a full year. .$7.50 Your Executives and Employees—who can use the knowledge gained 


. not only in developing themselves, but in doing a better job for you. 


Important New Book Your Son—Your Daughter—because it will make them more capable 
“THE 1937 BOOM”... .free and prepare them for the practical business of life. 
3 


Yourself —because each issue contains ideas and suggestions that you 
can adapt to your own business—because as an investment guide, it 
yields excellent returns out of all proportion to its moderate cost. 


For $7.00 This Special Offer Gives You 


Our Valuable New Book—FREE 
The Price of One 


Confidential Inquiry 
EE vs cnnvnches <8 free 


Mail the coupon below with your remittance today. We will enter your 

— or a ee subscription starting with our next issue. We will include our important 
ee 200% aescrived On - new book: “THE 1937 BOOM—HOW TO PROFIT FROM IT” free— 
reverse side of page. and Confidential Inquiry Privileges. 


—-———-—--— — —-—-—Mail This Special Subscription Order Now— — — — — - - - -- - - -- 










THe Macazine or WAL Street, 90 Broad Street, New York 
COI enclose $7.50 for 1 year of THe Macazine or WALt Street including— 


1. The Magazine of Wall Street 1 year. 
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1. Give all necessary facts, but be brief. 


envelope. 


The Personal Service Department of THe Macazine or Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





United Aircraft Corp. 


With United Aircraft’s advance of 234 
points in five days, do you still advise its 
purchase? I had thought of buying it on 
the recommendation in the Magazine, and 
wonder if it is now too late?—W. W., Den- 
ver, Colo. 


Although as you state United Air- 
craft Corp. stock has already done 
fairly well marketwise, we still are 
of the opinion that purchases made 
around current levels will prove 
profitable over a reasonable period 
of time. The company is one of the 
leaders in the industry, and has a 
well established background of suc- 
cessful operations, although earning 
power has as yet never been great. 
Thus far, the efforts of the organiza- 
tion have been directed largely to 
the development of more efficient 
types of equipment and the research 
necessary for this progress has neces- 
sarily been costly. Because of the 
proven efficiency of its present prod- 
ucts, however, the company is en- 
joying an expanding volume of 
business, both in the military and 
civil aircraft lines. During the first 
nine months of 1936, the company 
earned the equivalent of 38 cents a 
share on its capital stock, against 23 
cents a year before. From a finan- 
cial standpoint, the company is well 
situated to handle the increased 
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business volume indicated as a re- 
sult of the expansion of the Army 
and Navy air corps as well as in 
commercial transport companies. 
Judged solely on the basis of pres- 
ent earning power, the stock would 
appear rather high but consideration 
of potentialities cannot but stimu- 
late an optimistic attitude toward 
the future. 





International Business Machines 
Corp. 


On what I considered excellent advice, I 
purchased 50 shares of International Busi- 
ness Machines in 1935 right around current 
levels. I appreciate that these shares repre- 
sent one of the most conservative common 
stock investments, and by this very classi- 
fication, I expect better appreciation than 
I have enjoyed so far. What do you think 
ot my prospects?—E. F., San Francisco, 


Calif. 





In your selection of the stock of 
International Business Machines 
Corp., for its investment quality, 
you are to be commended for your 





It does not neces- 
sarily follow, however, that such 
factors would form the primary 
basis for a rise in market values dur- 
ing such markets as have prevailed 
in 1936, and may possibly continue 


good judgment. 


in the coming year. Reporting 
sarnings equal to $7.76 a share for 
the first nine months of 1936, with 
the final quarter’s earnings yet to 
be added, it is probable that 1936 
vill reach old time pre-depression 
levels in earnings. From all indica- 
tions, no serious decline is to be ex- 
pected in earnings during 1937. On 
the contrary, it is fair to assume still 
larger volume of sales with conse- 
quent higher net. This company is 
one of the foremost manufacturers 
of specialized business equipment; 
foremost in point of sales volume, 
and in its record for ingenuity in the 
invention of new devices having a 
practical application as time-savers. 
International, as the name implies, 
does a world-wide business, the ex- 
port field accounting for about 20% 
of the total volume. A _ contract 
with the Social Security Board to 
lease equipment for recording data 
at a rental of $438,000 annually has 
recently been effected. The past 
record shows that industrial and 
trade expansion have always resulted 
in increasing volume of business of 
the company and that consideration 
alone should account for much con- 
fidence in the future earning power. 
Obviously, the merits of such a stock 
are readily recognized and while it 
is quite possible that present price 
levels for the shares have discounted 
to a large extent the clearly favor- 


(Please turn to page 384) 
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Accurate MarKeET ADVICE 


FORECAST Subscribers Profited 





Through Recent Market Recession 
TOCK averages declined for five consecutive sessions . . . from December 16th to 
21st inclusive. Near the bottom, many investors and traders liquidated securities 
at what proved to be attractive buying levels. 
— Forecast subscribers, however, were counseled profitably. Our analysis of the 
ch technical position at the close Monday, December 21st, indicated conclusively that 
wid climactic selling had occurred. On Tuesday morning, the 22nd, we telegraphed addi- 
me tional recommendations in our Trading Advices, Bargain Indicator and Unusual 
ue Opportunities. 
in 
ot Of course, the stocks bought already show sizable paper gains. And our subscribers 
: have the assurance of knowing that we shall advise them definitely when to take 
36 these profits ... and make any changes in their position. 
This is another illustration of the manner in which our experts keep the closest 
X- check on the pulse of the market and gauge its immediate and near-term outlook. 
; It is the basis on which all three active departments show material profits this year 
i supplementing similar records in 1935, °34, ’33, ete. In addition, a backlog of 
is profits has been built up through our Investment Recommendations and Long Term 
" Speculations. 
Uy 
Ce A total of 3583¢ points profit has been made available to date this year on 
: closed transactions alone ... after deducting losses. In 1937, we confidently 
s. expect to better this profit record. 
s, 
.- The FORECAST provides the type of counsel you want and need. . . accurate timing 
( and profitable concentration in especially selected securities. Several are now being 
é advised as offering quick and substantial profits. To receive them and our complete 
a service, mail the coupon below with your remittance . . . today. 
s 
t 
1 ° THE INVESTMENT AND BUSINESS FORECAST 
Mail Today of The Magazine of Wall Street 
f 90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 
) 





Your subscription will 


, Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private 
; start at once but date Code after our Code Book has had time to reach you.) 
; 
from February I TRADING Short-term recommendations following intermediate market swings. Three or 
: four wires a month. Three to five stocks carried at a time. $1,500 capital 
| ADVICES sufficient to act in 10 shares of all recommendations on over 60% margin. 
ia JINUSUAL Low-priced common stocks that offer outstanding possibilities for market profit. 
Two or three wires a month. Three to five stocks carried at a time. $750 capital 


THe Forecast acts only in 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. I under- 
stand that regardless of the telegrams I select I will receive the complete service by mail. ($125 will cover 
an entire year’s subscription. 


OPPORTUNITIES sufficient to buy 10 shares of all recommendations on over 60% margin. 

















P = a " BARGAIN Dividend-paying common stocks with exceptional price appreciation prospects. 
an advisory capacity, handles C One or two wires a month. Three to five stocks carried at a time. $1,500 
no funds or securities and INDICATOR sufficient to buy 10 shares of all recommendations on over 60% margin. 
has -_ financial interest in ARREARS cos tet baton ta Mi Bike ck ree Ae hie oats CAPITAL OR EQUITY AVAILABLE. ........0csceee 
any issue or brokerage house. 

Its sole purpose is the growth ys. ee ere ee ec ke ree as ey ae i re ee re ere ree ee ae ea ek ys 

of your capital and income BETS is ecniceccdasecies sarees prac elsignes Baecls GUAT iicihc-cnses bucirnsisaee meanvosearae Jan. 2 

through reliable counsel. Include a Complete List of Your Present Holdings for our Analysis and Recommendations 
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“Call for 
PoP MORRIS” 


New York, N. Y. 
December 18, 1936 


Philip I Morris & Co., Ltd., Inc. 


A regular quarterly dividend of 75¢ per 
share has been declared on the Capital 
Btock. payable January 15, 1937, to 
Btockholders of record, January 4, 1937. 


L. G. HANSON, Treasurer. 
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A Message to Presidents: 


Create investor confidence in your securities 


by publishing your dividend notices, 
declared, in these columns. 
tion brings the investment features of 
stock 
record who 
Street 


read The Magazine of 


when 


Such publica- 
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to the attention of stockholders of 


Wall 


consistently for financial guidance. 
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1934 1935 1936 
A High Low High Low High Low 
PR ccs kissin snacwonsenecesend 13%, 45% 60 35%, 881, 59 
Atlantic Coast Line.............+e00 5414 24% 37%, 19% 49 21%, 
B 
Batimoes BD OMo.........-.-s-ccccces wo 344 123, 18 1 26/4 15% 
Brooklyn-Manhattan Transit......... - 444 2%, 46% 3642 58% 40% 
x 
CANINE nose 000022 sccccnce 181, 10% 13%, 85g 16 10% 
Chesapeake RRDMID ooo cha cccnccesae 48% 3914 534% 37% %T7% 51 
. & St. Paul & “Pacific Sa 8% 2 3 % 2¥; 11h 
Chicegs & Northwestern.............. 15 3% 53 1% 4%, 2% 
Chicago, Rock Is, & Pacific........... 6%, 134 2% % 3 1% 
D 
Delaware & Hudson................. 731% 35 BH 231% 543, 3634 
Delaware, Lack & West............... 33%, 14 19% 11 231% 14% 
E 
REE ccs enc cee ssass esses oda 24% 9%, 14 1% 181%, 11 
G 
Great Northern Pfd.................. 321% 121%, 351% 9% 467 32% 
H 
Hudson & Manhattan...............- 121%, 6 5% 24%, 5% 3% 
I 
eer 38%, 3% 22%, 9% ae 185, 
Interborough Rapid Transit............ 1714 5% 23% 83%, 18% 11% 
K 
Kansas City Southern..............-+- 19% 6% 14% 3% 2% 13 
i. 
LMR MDE «55.5 a0%s00s owes ness 21%, a 1114 5 22 81 
Louisville & Nashville............... 62% 374%, 64% 34 102% 5714 
M 
Dio.; Kanens B Teuas......0.000000005 14% 4¥, 6% 2 9% Hy: 
Missourl Pacific..........0c-scccccee 1% 3 1 6 2% 
New Vor Cemiel....... 0.05 s0cccccee0s 451/, 183, 2935/4 121%, 497g 27%, 
N. Y., Chicago & St. Louls........... 26% 9 19 6 5314 17% 
+84 N. H. & Hartford............. a4 6 81% 25 6% 3 
, Ontario & Westem............ 11% 4%, 6% 2% 7 
Nortsik SO aaa Sa 187 161 218 158 3101 210 
ce 36% 1444 25%, 131% 36% 23% 
EER ESSE PAS cet ae Of, 321% 17%, 45 28, 
Pittsburgh & W. Va. ° 25 6% 41%4 21 
Ss 
St. Louis-San Francisco.............4- 47 1% 2 %, 3542 11% 
lo eae 33% 14 i, 251% 1234, 4712 231% 
ee rere 361% 1114 1614 5% 26% 123%, 
T 
PNR INE ocis0k Sick sdeosseeesee 43%, 1314 28% 14 49 28 
U 
ENE occ orscuchesseeexe 133% 90 11114 82%, 149%, 10814 
Ww 
bn See, 17% ay 101; 514 1214 HH 
ery rrr Bi, 258 3% 1% 4 1% 
se 2 
Industrials and Miscellaneous 
1934 1935 1936 
A High Low High Low High Low 
RS eo Cc ikeeeaeeee 34% 16 374%, 38 35% 17% 
DN 2. 5:5. sna a canes chee 113 91%, 73 1043, 861 58 
PR OEREME LSS oo hcssccunwasoeses 23%, 16% 20% 13%, 171 13 
PN EN. nine cw vcccccvcsses 231% 15 32 21 40 26% 
Allied Chemical & Dye............. 160%, 115% 173 125 245 157 
Ce ee, eee 23 10% 33% 12 17T¥, 35% 
Alpha Portland Cement.............. 201 11% 223, 14 34% 19%, 
ER cantik ss see sises uke 55 +4 39 80 484%, 125% 75 
Amer. Agric. Chemical (Del.)......... 8 251%, 57%, 411 89 49 
American Bank Note................ 25% 1114 47%, 134% 551 36 
Amer. Brake Shoe & Fdy............. 38 1914 421 21 68 40 
ee caincesdasetenn eed 114% 90%, 149 110 137% 110 
PARR Rr io od 5 os 00 0:0554:0:00050 33% 12 33% 10 591 30 
American & Foreign Power........... 133, 3% 9% 2 9%, 6% 
Amer. Power & Light................ 1214 3 9% 1% 14 7) 
Amer. Radiator & S.S............0008 17% 10 251 10 27 18 
American Rolling Mill............... 28%, 131% 32% 15% 37 23% 
Amer. Smelting & Refining........... 51% 30% 64% 31% 103 56%, 
Amer. Steel Foundries..............- 26% 1014 25% 12 61 205 
Amer. Sugar Refining..............+ 72 46 aon 50%, 63 48%, 
Amer. Tel & Tel... 0000000000000) 125% 100% 160% 98 i 190i, 14914 
met: Tobacco B................0008 89 67. 107 74%, 104 Pry 
Amer. Water works 2 ees 27 125 22 7% 27% 19 
Psat, Wonlen Pia... sc ccccccscces 83%, 36 68%, 35% 70 523% 
Anaconda Copper Mining........... 17% 10 30 g 55 28 
OS ar 6% 3% 6% 3% 7 4 
Atlantic Refining................000- 35) 211% 28 2014 351 26 
SRUEEED Gok ssnccesscaeceee> 57 16} 451 15 54) 2 
PAVE TION DDD. 0.2 o.5.0:0.00:50:0500600 10% 3 5 2% Th%, 4 
B 
Baldwin Locomotive Works....... vom 16 4% 6 14 11 2} 
ob aos chon bieouan ww 45 23 66 sik 221 16 
Beatrice Creamery............++ coom 8 101%, 201 14 28 18 
Beech-Nut Packing.............+ oom 7 95 72 109 85 


Last Div'd 


Sale $ Per 
12/22/36 Share 
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37 
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39 $2.00 


122 6.00 


8%, 
21% 


Last Div'd 
Sale $ Per 


12/22/36 Share 


$1.75 
wen | ¥1-00 
14%, cs 60 
37% ites 
4 6.00 
74% 49:50 
291% 5 $1.25 
100 2.00 
83 $4.00 
371% 71.00 
8 2.00 
111% 4.00 
wii yee 
7) a 
1114 a 
25 7.60 
34 71.20 
9314 33 
56 11.00 
53) 2. 
182% 9.00 
96% 5.00 
25 3.40 
64 Foy -00 
54 1.00 
oh 
29 {1.00 
30 sini 
6 
9 pe 
17 t.75 
25 $1.00 
108% 14.00 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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te} Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 


















1934 1935 1936 Last Div'd 
= * = — “ Sale $ Per 
B High Low High Low High Low 12/22/36 Share 
SIRs cin'o's:0.o ise aids ain arows 23% 9%, 2414 11% 32% 215% 25%, 11.50 
SE SSeceer cores ore 26 5714 34 72 48 1 2.50 
0 ee 491 241, 52 21 165%, 45%, 73% 1.50 
SE NUNIID 3.55 coccce cs ccieses ae 68%, 44) 597; 39% 631 403, 41 33 
0 Se eee ee are 28% 19%, a7, 21 32 25% 2534 1.60 
NONE won nic ais se serene sions 31% 161, 79% 28%, 9014 64 16% 4.00 
SOL SETS IS I ee Re 23% 12 553% 241 64% 43% 54 2.00 
Boroughs Adding Machine........... 19% 10% 28 1314 341% 30% —+.60 
ey eS Ce ° eerie 3234 13% 20% 11% 29 1612 26% anes 
Cc 
Oe 447, 183%, 42%, = 465 301%, 46 1.50 
Conde Dry Ginger Ale.........2.22. 2% 12% 115 Bie 2614 105% 255% .... 
8) | eee 863/44 35 11114 45%, 86 925 142%, 4.00 
Caterpillar Tractor... . 38%, 23 60 3614 1 54%, 88 72.00 
Celanese Corp....... 44h 171f 353 191 3214 2134 2634 11.50 
Cerro de Pasco Copper............... pa 3014 653% 38% 74 47¥, 73 4.00 
oc edacece seach ees 487 34 61% 36 100 59 rie 3.00 
ES ar eee 60% 29% 93% 31 138%, 85% 1171 $12.00 
Colgate-Palmolive-Peet............... 181 9% 21 1514 21% 13 191 7.50 
CRONE CAPD. oie cs cscccoees 771% 58 1011/, 136) 94 118% 14.00 
Colum. Gas. & Elec.................. 19% 6% 15% 3% 23 14 1714 t.40 
rrr 40%, 18%; 58 391 84 44 671 +4.00 
PRE i Scvcceawincrasencess 1 35 i, 72 5614 91% 55 75) 14.00 
Commercial Solvents................. 35% 153%, 23% 161 24% 14% 18 +.60 
Congoleum-Naim................... 35%, 22 27 45% 44) 30%, 36% 1+1.60 
Consolidated Edison of N.¥... 12.1... a7, 18% 4% 15 Ah 4% 271, 43. 12:00 
re 1%, 1214 61% 15 11% 145 -80 
SSN RID << 6-255, 0.000.0'e c:d56 600.00. Ta 231% 22 26% 15% 21 1.00 
Continental Can........ 56%, 991 62%, 87% 63% 644% 13.00 
Continental Insurance . 233 44), 28%, 351 41 71.60 
Continental Oil...... 15% 35 151% 43%, 28) 421, $1.50 
Corn Products Refining 551% 78% 60 8214 63 6634 13.00 
Crown Cork & Seal... 1834 48 Ye a 9114 43 i, 73%, %4.00 
Cudshy Packing...... ry 37 47'2 351% 44% 351% 383, 2.50 
Cutler-Hammer.............. 11 47 16 83 43% 82% 71.00 
D 
A NR ois ciceceeces. . 341% 1014 58% 22%, 107 52 — avaiain 
Diamond Match.......... . 1 41 26) 40%; 301/ 30% T1.50 
Distillers Corp. Seagrams. . 26% 8% 381/ 13% 34% 181%, 264 ates 
Dome Mines........... . 46%, 32 441, 3414 611% 41%, 493%, 2.00 
Douglas Alrereft.. |... | Bie 14% 58% 17h B26 50% 68% 
Du Pont de Nemours. 2 i, 80 1461/9 86% 18434, 133 3 16.10 
E 
Eastman Kodak......... 1161, 79 172%, 110% 185 156 170% +=15.00 
Electric Auto Lite....... ... 31% 15 3834 193 47\ 3034 401, 12.40 
Elec. Power & Light..... .. 9% 2%, Ti 114 25) 63/4 241 ee 
Electric Storage Battery... a | 34 58%, 39 5514 3934 40 $2.75 
Endicott Johnson Corp... o« 68 45 66 52% 69 531% 55% 3.00 
F 
Fairbanks, Morse.................. 18%, 7 391% 17 10%, 343%, 663%, +1.00 
Firestone Tire & Rubber. ............ 2514 1314 251% 131/ 3614 24) 33 2.00 
He SMIOMN SUNOS 5.6 <5 isc cee cecees 6914, 53 58% 443 58% 40 50 2.50 
Ck. Ee er ee 2 8 30 9%, 44 241, 42 nice 
Freeport Texas........... Sntae, ee 2114 30% 17% 35% 231% 261% 1.00 
G 
General American Transpt. . . ; 435 30 48% 325 76 421, 72 $3.00 
S| _.. rr er 143; 6% 13% 73 20 1034 174 +.60 
OO See eer 2514 16% 40%, 2014 531% 341, 51% 11.00 
RONEN ooo ieia a vies o-006,¢ 40's .0ls 36% 28 371% 30 33% 39% 11.80 
aso uae ase S asacare oh 6414 51 721 59%; 7014 58 6034 3.00 
General Motors............000000005 42 245 59%, 26% 77 53% 65% 14.50 
General Railway Signal.............. 453% +4 41%, 15 14 55 3214 52 1.00 
General Refractories................. 2334 101, 331% 163, 68 33% 67 $3.25 
Gillette Safety Razor................ 14% Ha 191 12 1856 13%, 15% 11.00 
NE re Sika hia. 4d'g.0 po 0rb-o8'0. 283 15%, 4914 233% 55% 39%; 4034, 2.00 
foamGn Ob... 8 14 Th 3515 13% 31% 11.00 
Goodyear Tire & Rubber........... . 4134 1814 26%; 15 31% 215% 27% ue 
Great Western Sugar............... . 35% 25 34% 26% 41 31 39 2.40 
H 
Ln dl, ee ev 23 16 22 14%, 2134 125 12%, 60 
Hershey Chocolate.................. 713%, 4814 8134 713% 80 58, 63 13.00 
Homestake Mining.................. 430% 310 95 8 544 407 407 112.00 
PANGSON PACU GEE. ooo occ ce csicess es 2414 61, 1% 6%, 225, 1314 183, eee 
oC ene : 1%, 1% 3% % 3% 1 1% 
I 
Industrial Rayon............ ate 3214 193% 363% 2314 41% 25% 37%, 11.68 
RE eerie 713%, 49%, 21 601/ 147 106 133 +2.00 
Int tional Busi Machines........ 4 31 190%, 14914 194 160 1893/4, t6.00 
International Harvester............... 4614 23%, 65% 344% 16414 56%, 10014 2.50 
International Nickel................. 291, 21 47, 22%, 6634 4314 644%, 11.30 
International Tel. & Tel............... 17% 71h 14 5% 1914 1114 12 ow 
J 
Bowel Ten Go.......5..0-6.05. Siesicoues See 33 67 49 93% 58%, 8 4.00 
Johns-Manville.......... Sissceens: eee 39 9914 3814 146% 88 141% 13.00 
K 
EEN es AREAS baw 9.0. girs. 2114 115% 181, 101, 255% 1434, 21 t.50 
Mennecott Conper..............00000 231% 16 303% 13%, 63% 281, 6114 t1.70 
Kroger Grocery & Baking. és 33% 23%, 3214 221%, 28 1934 21% 1.60 
L 
EN ee oes eaia : 3134 22, 281 215, 265, 15% 181, 2.00 
Lehman Gor. ...625...5 2005 Sets 78 681%, 95%, 671, 123% 89 121 3.00 
Libbey-Owens-Ford................. 43%, 221 49%, 2114 8014 41, 10%, $3.50 
Liggett & Myers Tobacco B.......... 11114 741% ty) 944%, 1161 9734 104% 14.00 
PRN RO cL 25 sais s oalsticns 7 2034 551% 3114 65% 3 6234 72.00 
OOO SIAM... ccc secccccoescss Beae 183 36% 22% 61% 351% 54 2.00 
Loose-Wiles Biscuit................. 44% 33% 41% 33 45 38%, 40 2.00 
LS ae ee 221% 1534 261 1814 2614 2114 22% 71.20 
M 
DADE WEEK oc siscsicies sues . 415% 22 3054 1852 49%, 27% 4314 11.00 
yO | 6214 3514 5714 3014 6514 401, 53% 2.00 
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Know— 


Don't Guess! 


f every month 


ed on the isthe 


For Quick, Concise and 
Dependable Information 


Our pocket-size “Adjustable 
Stock Ratings” are indispen- 
sable. They are the logical 
ready - reference companion 
for every careful investor. 


Vital Facts Every Month 


112 pages—revised and pub- 
lished monthly—in easy-to- 
read type—Adjustable Stock 
Ratings contains the latest 
data on all the 1540 leading 
common and preferred stocks 
on the New York Stock Ex- 
change and the New York 
Curb Exchange—also leading 
bank and insurance stocks. 


Very Moderately Priced 


Adjustable Stock Ratings en- 
ables you to keep your finger 
on the pulse of industry, and 
watch the trend of the secur- 
ity markets for less than one 
cent a day. 


No Time To Lose 


If you want to keep abreast 
of the early 1937 markets, sub- 
scribe for Adjustable Stock 
Ratings NOW ! 


Mail This Coupon Today! 














The Magazine of Wall Street 
90 Broad Street, New York 


CJ I enclose $2.50. Send me ADJUST- 
ABLE STOCK RATINGS monthly 


for one year. 
Name 


Address 
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eee eee ee ee | 























New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 


































1934 1935 1936 
M High Low High Low High Low 
reer eee 403, 231% 33% 233%, 4234 271 
ee ree 4534 30 57%, 35% 70 43% 
Melntyre Porcupine................. 501% 301% 455% 333% 49% 38% 
McKeesport Tin Plate................ 951/ 79 131 47 4 11814 831 
Mesta Machine.................200- 343%, 2014 425g 24, 65 40%, 
Monsanto Chemical................- 3837 39 943/44 55 103 79 
Montgomery Ward & Co............. 35% 20 40% 213%, 68 35%, 
N 
BEE cnssaoaewp sean sis sa sso 321% 125 191 11 21% 15 
paces hick cease 49% 25% 36% 22%, 38%, 28% 
Cems Ragister............... 23% 12 p94] 131 32%, 211% 
Dairy Products.............. 18%, 13 221, 12 28%, 21 
Distillers 16 34% 23% 33% 25 
WE on. eaicte tan oa Mua). shee ceo ee. We 
Power & Light 6% 14% 4% 144, 9% 
ae 34% 83% 40% 78 57%, 
Brake... ... 11% 3644 18% 83 ash 
ae rr 101% 28 9 3512 23) 
(e) 
SOIR onic tccakesecsaccews 193 121% 2654 1114 39%, 24%, 
RDWRROTN, KSIONS occ csisncccseeeses 4 129 80 128 
P 
Pacific Gas & Electric................ 231% 123 31% 1314 41 30%, 
Io 2 os Seok encase s'nisioe 7 20% 56 19 58%, 443, 
Packard Motor Car. . 25% Th 31% oo i] 
Paramount Pictures ee 12 8 23% 7 
Co OR eS See ee op 84%, 574% 112% 69 
. fo) 6S eer 4472 81 64% 73 60 
Re NE DG Sicwiee aes ee 13% 281 12%, 56) 25% 
Phillips Petroleum. /s, 13% 40 13% 49 38% 
Pillsbury Flour Mill: ry, 18%, 38 1 37% 28 
Procter & Gamble A 331% 53% por 551% 40%, 
Public Service of N. J............0.-- 5 25 4654 20% 501% 39 
PED SE boas rcesecr cc sevisessvuns 59% 35% 52% 2914 36% 
PH 13% ty Le 4 o% 
1 6 1% 
144% 30% 16% 33, 28% 
6 2034 7 25 17) 
10} 2034 9 29% 16% 
39%, 67 551% 601% 50 
NR ois cao ose dew sda dcaewnn 7 381, 46 31% 4975/5 27 
Soeniey CMOS. 2... 6. ccc css secs 38% 17% 56%, 22 55% 37% 
—_, BERS bacvassocace oe 31 69%, 31 1011 59% 
ees 9 4% «17 1h 31% 15% 
Shattuck (F. G.). 6%, 12% 71% 19% 11% 
Shell Union Oil M3 6 16% 4 28 14%, 
Socony-Vecuem Com............... 19%, 1214 1534 10 44 171% 121 
SEMIS 5.5 5 ois 00:00 one meine 221 101% 27 10% 32% 25 
DM EN OT. 5 cn ccccescaccses 76 i, 64 84 434%, 114% 63 
ee ee See 171% 191/, 12% 181, 14% 
Standard Oil of Calif nt 411 273%, 47% 35 
Standard Oil of Ind 23% 333 23 45% 32%, 
Standard Oil of N. J - 391% 523% 35% 70g 511% 
ee ee Se rrr ee 41%, 68 583%, 78% 65 
ES ee ay 18% 6% 241 161 
errr 3 i, 15% 2% 273 14% 
T 
MOLD e hooks sasahscsieeen oes 1958 301%, 16% 51% 28 
TORMRASE NIE. 6 525 os cc ccescces 30 36% 283, 445, 33 
Tide Water Assoc. Oil. . 8 15% 7% 21% 14%, 
Timken Roller Bearing. . . 24 721; 28%, 74% 56 
Tri-Continental......... 3 YA 1% 12 7% 
Twentieth Century-Fox oes 24% 13 38% 221% 
U 
Underwood-Elliott-Fisher............. 58% 36 87%, 53% b+ 745 
Union Carbide & Carbon............. 50%, 35% 75%, 4 1051 71% 
LES CE | SSRs acs 20% 111% 24 145, 28% 20%, 
United Aircraft 81g 30% 9% 32% 20% 
United Carbon......... 35 78 46 96%, 68 
United Corp. : 21, 7% 1% 9% 53% 
United Corp. Pid. 21%, 45% 2034 484, 40% 
EER Si ianunswaarwowess ass 59 92%, 60% 87 661 
United _ _ 111, 181 9% 19% 14%, 
ES oo eae eee 341%, 87 40/2 125%, 80% 
U.S. Industrial Alcohol 32 0% i 351% 9 31% 
U. S. Pipe & Fd 15% 22% 143%, 63% 211% 
Uo “ie eee 1 1714 9% 483 1634 
U.S. Smelting, Ref, & Mining 96%, 124% 9134 10334 72%, 
3 - eee 293 50% 27 79%, 46% 
U. S. Steel ee 67% 119% 73% 154% 1151 
Vv 
PN Cb Gcb acs eesnasinsoabesee 313%, 14 21%, 11% 30 1614 
Ww 
Warner Brothers Pictures.............. 8, 2%, 1034 2% 18% 9% 
Western Union Tel.................-. 66424 Fi 11%, 20% 96%, 721 
Westinghouse Air Brake.............. 6 15% 3534 18 ri 34%, 
Westinghouse Elec. & Mfg............ 41, 27% 98%, 325% 15314 94) 
EN i A occa none cceauies 551% 41% 65% 51 71 44%, 
Worthington Pump & Mach........... 31% 131% 25% 1134 36%, 234% 
Welee CW BD ick cas ccvcdicessss 16 5414 823, 73%, 79 63 


tAnnual Rate—not including extras. 


t Paid in 1936. a 


A 


fated diews 


Last Div'd 
Sale $ Per 
12/22/36 Share 
391% 1.50 
621% 3.00 
39% 2.00 
84, 5.50 
60 $3.75 
98} 71.00 
57 72.00 
15 1.00 
se 1.60 
30 Hed 
23 1.50 
283 72.00 
3458 7.50 
111% -60 
71% $2.50 
79 12.50 
30% 11.00 
36%, 3.75 
156 16.00 
3614 2.00 
511 3.00 
10 .45 
21 oe 
99% Fy 
61% 3.00 
56 i, es 
48 2.50 
28%, 1.60 
53% 11.50 
47 12.40 
62% 1.50 
11 Sieg 
7h piece 
35 +1.50 
21 t.60 
27% ieee 
56 3.00 
425% 2.00 
444%, 13.00 
34 72.00 
27% 11.00 
17 T.50 
26% f.25 
153%, 1.70 
29% 11.50 
104%, 5.00 
151% 7.80 
33H $1.00 
43% 11.00 
661% 11.00 
71% 13.80 
17%, 7.50 
27 3.25 
5134, 11.00 
39% $2.00 
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Labor Unrest in Motors and 
Steel 





(Continued from page 361) 


dustry, nor politicians can circum- 
vent. The recent rise in the wages 
paid steel workers was followed al- 
most immediately by an increase in 
steel prices. So far, the automobile 
industry has managed to pay its 
workers more without raising prices 
to the consumer, but one can easily 
foresee that any further material 
increase in labor costs would result 
in higher retail prices here, too. As 
a matter of fact, only the other day 
a group of strikers in automobile 
parts actually suggested that auto- 
mobile prices be raised in order to 
give them what they wanted. These 
are very dangerous doctrines. Higher 
prices always have meant, and al- 
ways will mean, decreased consump- 
tion, and decreased consumption 
stands for a lower standard of liv- 
ing for the country as a whole. Al- 
though we do not forecast it, one 
can imagine higher prices reviving 
demands for higher wages, these in 
turn bringing still higher prices and 
s0, a vicious inflationary cycle. 

Industry, it is true, has attempted 
to placate labor in the matter of 
hours and wages. While this is un- 
questionably a good thing up to the 
point that it does not become unfair 
to capital and consumer, industry 
would be wise to go even further. 
In the long run no good will come 
of a knock-down and _ drag-out 
fight, though industry be the win- 
ner of the first rounds. Industry 
should do all that it can to encour- 
age the promotion of labor leaders 
that really have the good of labor 
at heart—men that recognize the 
economically possible from the eco- 
nomically impossible. This is not 
to say by any means that the ma- 
jority of existing labor leaders are 
selfish seekers of power. Any that 
are, however, industry should at- 
tempt to depose. And this is not 
the advocation of the company- 
dominated union under which the 
labor representatives sell out their 
own to the company. 





12 DIVIDEND PAYING COMMON STOCKS 
This list, representing stocks in twelve 
different industries, issued by Dunscombe 
& Co., members New York Stock Ex- 
change, will gladly be sent to investors. 

(937) 
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) STOCK Program 


for 1937 Profits 


Including 10 issues for appreciation 
and 10 for growth and income 


| Share December UNITED Service prepares for its clients a sound 
investment program for the coming year to take advantage 
of anticipated trends. This year our staff presents a list of twenty 
outstanding stocks to meet the needs of both the large and the 
small investor. 


From Most Promising Industries 


Authorities agree that the heavy industries . .. such as building, 
railroad and utility equipment . .. are in a position to show 
marked earnings progress in 1937. Long deferred replacement 
demands plus present business improvement promise rapidly 
expanding markets throughout the coming year. 

This year’s list includes stocks from industries in a position to 
show the widest gains in business volumes .. . industries that can 
be expected to report marked earnings improvement. 


An Exclusive UNITED Feature 


This UNITED OPINION Forecast and Investment Program brings you 
the combined investment judgment of all leading authorities — with the 
convenience and compactness of a single report. By this tested method, the 
1937 prospects for each industry and each security are weighed and 
appraised. Read below how this exclusive Method ... developed over 17 
years of continuous service . . . resulted in the selection of profitable 
investments for 1936. 


Market Leaders in 1936 List 


Here are the UNITED selections for 1936 profits. Note that this list includes 
such market leaders as American Smelting, Anaconda, Bethlehem Steel, 
and others that appreciated 40% to 65% during the year. 


Dec. 2 Dec. 1 Dec. 2 Dec. 1 

1935 1936 1935 1936 
Am. Car & Fdry..... 30 521, Inland Steel........ 104 11814 
American Smelting. 60 97 Johns-Manville..... 88 143 

5 1 

Anaconda. ......... 25 49 , Northern Pacific.... 23 2614 
Bethlehem Steel.... 47 731 a z 
Ex-Cell-O Aircraft.. 17 9 Pennsylvania R.R... 30 411% 


1 
General Refractories 29 5614 West. Air Brake.... 31 4514 


Sale of some of above stocks was advised prior to December 1, 
and funds made available for reinvestment in other issues. 


Send NOW for 20-Stock Program—free! 


We want to place this Annual Forecast and Investment Program‘in the hands of thought- 
ful investors to demonstrate the scope and value of UNITED Service. Send for a free 
introductory copy — NOW! 


UNITED BUSINESS SERVICE 


210 Newbury St., Boston,Mass. 


Please send me, without obligation, your Annual Forecast, including 
**20-Stock Program for 1937 Profits.’’ 


Name 
Addrern W.8. 52 


























Answers to Inquiries 
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able outlook, we believe one may 
reasonably expect gradual further 
price appreciation, even though the 
issue would not be included among 
those selected for outstanding 
speculative attention. 





U. S. Gypsum Co. 


Is it your opinion that any early improve- 
ment in building can benefit U. S. Gypsum 
greatly? In my position, would you continue 
to hold this stock bought at 85? — B. N., 
Newark, N. J. 


Residential building, aided by 
government financing, has been 
strongly on the upgrade for some 
months. All indications point to a 
continuation of this forward move- 
ment all over the country. Al- 
though it has received a great deal 
of comment, the increase in activity 
in the building trade today appears 
to be only making a beginning in 
what may eventually prove to be a 
building boom. It has not as yet, 
however, begun to approach that 
stage, and most observers believe 
that continued activity at an ac- 
celerated pace is a safe forecast to 
make at this time. U.S. Gypsum is 
far in the lead of many of its com- 
petitors in the production of wall- 
board and plaster-board, is rapidly 
assuming a place of prominence in 
the production of roofing and in- 
sulating materials, and continues to 
engage in research activity seeking 
further diversification of its prod- 
ucts. How fully this company will 
be able to profit by the continued 
activity in the industry is best illus- 
trated in a review of earnings during 
the past three years. In 1935, earn- 
ings jumped to $2.47 a share from 
$1.35 a share reported in the pre- 
ceding year. The latest report 
covering the nine months ended 
September, 1936, showed net income 
for that period equal to $3.17 a 
share (compared with $2.08 a share 
for the like 1935 interim), which 
quite clearly demonstrates the effect 
of increased activity on the earnings 
of this company. It is well to re- 
call that quite probably we have 
only seen the beginning of the activ- 
ity which will eventually develop in 
this industry. On this premise, we 
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believe we can foresee the possibility 
of higher price levels for the stock 
and would obviously suggest reten- 
tion of holdings. 





General Foods Corp. 
Would you consider the extra dividend by 


. General Foods an indication that such a 


policy will be maintained? Would anticipa- 
tion of such a policy be reflected in mate- 
rally higher prices for its shares?—M. C. L., 
Trenton, N. J. 


We believe that anticipation of a 
policy in the future of declaring an 
extra dividend in addition to the 
regular $1.80 rate, could very easily 
furnish the motive for an accumu- 
lation of these shares, which would 
have the result of forcing the issue 
to higher price levels. Based on the 
regular and the extra dividend, the 
yield at present price levels would 
be in excess of 6%; and there are 
relatively few stocks representing 
companies as strong financially and 
as strongly entrenched industrially, 
that are obtainable in today’s mar- 
ket on a comparable yield basis. 
We cannot, of course, anticipate the 
action of the directors in the matter 
of dividend disbursements. We are, 
however, inclined to take an optimis- 
tic attitude toward the future earn- 
ing power of this company, and cer- 
tainly earnings are a very important 
factor in weighing the directors’ atti- 
tude toward dividend disburse- 
ments. With the publication of its 
report covering the first three-quar- 
ter year period in 1936, showing net 
earnings equal to $2.02 a share, com- 
paring with $1.67 a share for the 
like 1935 period, a steadily upward 
trend was exhibited. Although the 
food stocks as a group have not 
shared the speculative interest 
which has promoted sensational ad- 
vances witnessed in many other 
groups, we find no reason for assign- 
ing such an issue as General Foods 
a rating as “colorless.” On the con- 
trary, the quick-freezing process 
known as “Birdseye” has consider- 
ably increased the organization’s 
potential volume of business. The 
wide variety of foods now treated 
by this process are meeting a rapidly 
expanding public demand. This 
company has a job to do in selling 
the idea to the American people and 
while it will take some time to con- 
duct the necessary promotional and 
educational campaign, a tremend- 
ous field is open for a substantial 
expansion in volume of business. 


The company’s financial status js 
certainly strong enough to allow the 
necessary appropriations for such 


expenditures. These considerations 
form the background for our opinion 
that gradual enhancement in the 
value of the shares of this company 
in the future is certainly not an un. 
reasonable expectation. 





Underwood-Elliott-Fisher Co. 


It seems to me Underwood-Elliott-Fisher 
should benefit importantly by the opening 
up of new markets for labor-saving machin. 
ery because of social security costs, advane- 
ing wage levels, etc. In view of these de- 
velopments, do you now look optimistically 
on its shares?—P. J. M., New York, N. Y. 


Although Underwood - Elliott - 
Fisher Co. is characterized by its 
leading position as a producer of 
typewriters, recent developments in 
accounting machines, particularly 
those which facilitate the keeping 
of records of Social Security and un- 
employment insurance, has enabled 
the company to stabilize earnings 
substantially. Profit margins in this 
group are wider and increasing pro- 
duction of them has enhanced the 
future possibilities of the company. 
Furthermore, the management has 
been able to effect important sales 
economies. This, naturally, reduces 
substantially the cost of distribu- 
tion, the largest single expense item 
in the production and marketing of 
office equipment. Earnings in the 
first nine months of 1936 equalled 
$2.76 per share, against $2.78 in the 
like interval of 1935. The seasonal 
expectation, the inclusion of profits 
from foreign subsidiaries and the al- 
ready mentioned economies should 
enable the company to report a 
satisfactory fourth quarter, and 
swell total year earnings above the 
$4.36 per share shown in 1935. Sales 
of the higher priced accounting and 
calculating machines due to better 
general business conditions should 
accelerate the rate of recovery cur- 
rently being experienced by this 
company. The company maintains 
an excellent financial position, being 
featured by an extremely large cash 
balance. Thus, the company has 
been able to increase its dividend 
payments in line with earnings re- 
covery, and indications are that the 
bulk of future profits will continue 
to be disbursed in the form of divi- 
dends. With these thoughts in 
mind, we feel that the shares still 
deserve consideration at these levels. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 








In v 
Inc., be 
whethe 
bright 
Your 0 
Evanst 


De: 
enjoy 
Truck 
ther | 
follow 
the c 
are d 
to the 
const. 
result 
of ge 
ness. 
the ¢ 
hard 
in th 
conse 
qualil 
it ha 
more. 
lines 
of lig 
ment 
To n 
ducec 
the “ 
eral } 
end 
than 
asa 
hew 
the fi 
amo 
$1.46 
553 9 
units 
const 
activ 
ganz 
tion 


1937 
forese 
What 


progr 
—R. 


Co 
copy 
ucts 
tiall: 
Gen 
inco 
mon 
with 
inte 
prin 
are 


JAN 












us is 
DW the 
such 
ations 
pinion 

the 
pany 
Nn un- 







Co. 
-Fisher 


pening 
vachin. 
dvane. 
se de. 
stically 
N.Y 
ott - 
y its 
r of 
ts in 
larly 
ping 
| un- 
bled 
ings 
this 
pro- 
the 
any. 
has 
ales 
1¢es 
ibu- 
tem 
r of 
the 
lled 
the 
nal 
fits 
al- 
uld 
a 
nd 
the 
les 
nd 
ter 


ld 








Mack Trucks, Inc. 


In view of the rise in my Mack Trucks, 
Inc., bought last June at 33, I am undecided 
whether to take my profit, or hold on the 
bright prospects anticipated for next Spring. 
Your opinion will be appreciated —S. B. N., 
Evanston, Ill. 


Despite the profit which you now 
enjoy on your commitment in Mack 
Trucks, Inc., stock, we feel that fur- 
ther holding is the logical course to 
follow. As you infer, prospects for 
the company’s business next Spring 
are distinctly bright, due not only 
to the improvement indicated in the 
construction industry, but also as a 
result of anticipated further growth 
of general line truck and bus busi- 
ness. During the depression years, 
the company has been particularly 
hard hit by the stagnation existing 
iu the construction field, and the 
consequent lack of demand for the 
quality heavy-duty trucks for which 
it has long been noted. Further- 
more, enforced economies in other 
lines of business led to the adoption 
of lighter and less expensive equip- 
ment than this company produced. 
To meet this demand, Mack intro- 
duced early in 1936 a line known as 
the “Mack Jr.” which includes gen- 
eral purpose trucks as well as buses 
and which costs considerably less 
than the heavy duty trucks. Partly 
as a result of the popularity of the 
new line, the company reported for 
the first nine months of 1936 a profit 
amounting to $876,200, equal to 
$1.46 a share, against a loss of $603,- 
553 a year earlier. Sales of the larger 
nits should expand markedly as the 
construction trade becomes more 
active. Financial status of the or- 
ganization is strong and capitaliza- 
tion conservative. 





General Cable Corp. 


I will appreciate your comment on the 
1937 outlook for General Cable. Do you 
foresee greater purchases by the utilities? 
What of rising metal and labor costs? Is 
progress comparable to this year’s possible? 


—R. L. K., Buffalo, N. Y. 


Continued increases in prices for 
copper wire and cables, basic prod- 
ucts of the company, and a substan- 
tially improved demand _ enabled 
General Cable Corp. to report a net 
income of $835,321 for the first nine 
months of 1936. This compares 
with a net loss of $81,345 in the like 
interval of 1935. Although the 
principle customers of the company 
are the large public utilities, earn- 
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ings have been strengthened by the 
improved demand from the automo- 
bile trade. Demand from utilities 
for expansion of facilities should af- 
ford the company an opportunity 
to report much greater profits in the 
future. Furthermore, increased ac- 
tivity in the building and construc- 
tion industries should react directly 
to the betterment of the company. 
As of November 2, arrears on the 
preferred stock amounted to $33.25, 
and therefore, it is logical to assume 
that dividend disbursements on the 
class “A” and common stocks are 
not a near term possibility. Never- 
theless, a very strong financial posi- 
tion is maintained; total current as- 
sets at the 1935 year-end were $8,- 
733,000, including cash of $2,247,- 
000, against total current liabilities 
of $1,502,000. With the automotive 
industry looking forward to _ its 
greatest year in 1937 and with the 
prospect that utilities will attempt 
to reach new outlets, the resulting 
increase in demand for transmission 
and distribution equipment should 
directly aid volume sales this year. 





Hudson Motor Car Co. 


I have 150 shares of Hudson Motor Car 
averaging 1534. It is my impression, that 
this stock should be doing better than at 
present in consideration of the company’s 
mounting sales. Is greater progress in pros- 
pect?—J. S. W., Detroit, Mich. 


Hudson Motor Car Co. has shown 
strong recuperative powers over the 
past year, and with the introduction 
of the new 1937 models, a further 
spurt in sales was recorded. In the 
first nine months of 1936, the com- 
pany reported a profit of $2,013,743, 
which contrasts with a loss of $250,- 
561 in the first nine months of the 
preceding year. This was the best 








Dividends and Interest 





THE CUDAHY PACKING CO. 


Chicago, Ill., Dec. 22, 1936 
The Board of Directors has this day declared a 
quarterly dividend of sixty-two and one-half cents 
(62%c) per share on the outstanding Common Stock 
of the Company ($50 par value), payable January 
15, 1937 to stock of record January 5, 1937. 
A. W. ANDERSON, Secretary. 





The Western Union Telegraph Co. 
New York, December Sth, 1936. 
DIVIDEND NO. 254 


The Board of Directors of this Company has de- 
clared a dividend of 75 cents a share payable out 
of surplus on January 15th, 1937 to stockholders of 
record of December 18th, 1936. 


G. K. HUNTINGTON, Treasurer. 





showing of the company for any like 
period since 1929. While the report 
for the full year 1936 is not as yet 
available, estimates place earnings 
around $1.75 a share, compared with 
only 38 cents a share in 1935. In Oc- 
tober, the company retired $1,000,- 
000 principal amount of its out- 
standing 6% notes, thereby reduc- 
ing the total still outstanding to 
$4,750,000. Despite this action, the 
financial status of the organization 
continues strong. The indenture 
under which the notes were issued 
prohibited the payment of dividends 
on the stock prior to January 1, 
1937, but with that date now passed, 
and earnings prospects as they are, 
it may well be that some distribu- 
tion will be made to shareholders in 
the early future. There is at the 
present time a distinct trend toward 
higher priced cars which is natural 
in view of the improvement occur- 
ring in public purchasing power, and 
Hudson’s well balanced line is ex- 
pected to find an expanding market. 
This prospect seems likely to find 
reflection in market quotations for 
the company’s stock which should 
warrant maintenance of your long 
position therein. 
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Budget Will Be Cash- 
Balanced 





(Continued from page 341) 


bonds with the unemployment in- 
surance reserve money. One trans- 
action rubs out the other. 

Certainly if he budgets anything 
for relief in January President 
Roosevelt will not set a figure in ex- 
cess of $2,000,000,000. It follows, 
therefore, that his January budget 
estimates will show a cash balance. 
The deficit—and there may be no 
deficit at all if he omits relief esti- 
mates entirely—will be a paper one. 
Later supplemental relief requests 
may create an actual cash deficit 
over and above all cash “income” 
which the Treasury can muster, but 
what the future of relief will be 18 
months in the future probably not 
even the President can tell. 

A balanced budget has become 
such a rarity that the country can 
afford to spend some time acquaint- 
ing itself with what it means. First 
and foremost it means an end of the 
“creation” of money which has gone 
on for seven years as the Treasury 
siphoned off credit from the banks 
and converted it into bank deposits. 
It means no more “reflation” of 
bank deposits which under the New 
Deal has been carried on consciously 
to stimulate purchasing power. Un- 
less private business and industry 
become large bank borrowers, there 
will be no further rise in bank de- 
posits except that which may arise 
from the importation of foreign capi- 
tal. The era of “reflation” will be 
at an end. 

The “opportunity” of the com- 
mercial banks, as Federal Reserve 
Chairman Eccles has said, to buy 
Government bonds is fast disappear- 
ing. Having shown little desire dur- 
ing the past year to make net in- 
creases in their Government bond 
portfolios, banks in the near future 
will find no outlet at all for invest- 
ment funds in new Government is- 
sues. The only exception to this 
statement arises from the adoption 
by the Treasury of its new program 
for “sterilizing” foreign gold im- 
ports by issuing Treasury obliga- 
tions against them. 

By the same token that it means 
an end of “reflation,” a balanced 
budget means that the Government 
in good earnest will be taking from 
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those who have for those who have 
not. In the past New Dealers 
could argue that relief was being 
financed out of nobody’s money 
since the funds for it were being vir- 
tually created by the sale of Gov- 
ernment securities to the banks. A 
balanced budget will end all that. 
The relief money will be coming 
from those who pay income taxes, 
payroll taxes, manufacturers’ excise 
taxes, and all the other 60 varieties 
of Federal levies. People with in- 
comes will be supporting those who 
have none. 

Meanwhile, by spending social 
security taxes which are meant to 
defray future benefit payments, the 
Treasury will be storing up for itself 
a large liability. 





The Boom in Metals 





(Continued from page 363) 


Nevertheless, the key to the 
domestic copper prospect at this 
time is the willingness and ability of 
producers to avoid rapidly rising 
prices, to a point which might easily 
create a buyers’ panic—a state of 
affairs almost certain to end dis- 
tressingly. With a price level based 
on genuine economic considerations, 
expanding demand for copper should 
enable all of the leading domestic 
producers to improve further upon 
the marked earnings gains recorded 
last year. 

What has happened to copper has 
also happened to lead and zine, al- 
though perhaps not in as spectacular 
a fashion. Last August lead was sell- 
ing at 4.60 cents a pound, New 
York. As this is written it is selling 
for six cents a pound and the indica- 
tions favor further price gains. 
Higher prices reflect a marked im- 
provement in the statistical position 
of lead and increased consumption, 
particularly on the part of cable 
manufacturers. Stocks of refined 
lead in the United States at the end 
of November amounted to 176,914 
tons, according to the American 
Bureau of Metal Statistics, a de- 
crease of 6,516 tons for the month. 
At the end of November, 1935, 
stocks of refined lead totaled 226,636 
tons. For the first eleven months of 
1936, industrial lead shipments 
totaled 461,169 tons compared with 
$91,123 tons in the like 1935 period. 
For the same period consumption 


of lead in cables increased more thay | 
6,000 tons. As with copper the out. 
look for lead is enlivened by th 
potential demand from the public 
utility industry and the good posg. 
bility that it will become increas. 


ingly effective this year. Further, 
such important consumers of lead 
as manufacturers of paint, batter. 
ies, type and bearing metals, with 
the promise of improving business 
should enlarge their takings this 
year. 

Domestic stocks of all grades of 
slab zinc at the end of November 
were the smallest since September, 
1929. The total, according to the 
American Zinc Institute, of 57,597 
tons compared with 53,856 tons at 
the end of September, 1929. Ship. 
ments in November were at a new 
high for the year, totaling 57,107 
tons and comparing with 48,172 tons 
in November, 1935. On this basis 
stocks were equivalent to only one 
month’s supply. Unfilled orders at 
the end of November amounted to 
75,891 tons. Zinc prices have not 
displayed the buoyancy of copper 
and lead, the present price of 5.55 
cents a pound, East St. Louis, com- 
paring with 4.75 cents last August. 
Domestic prices for zinc have a tend- 
ency to be limited by the threat of 
foreign importations. Zine for gal- 
vanizing accounts for nearly half of 
the total consumption in the United 
States, while other important users 
include the brass manufacturing and 
die-casting industries. Zine oxides 
are also in substantial demand. The 
outlook for this group of consumers 
would appear to presage a further 
recovery in the volume of zinc re- 
quirements, but the possibility of 
higher prices is obscured by the 
potential pressure of foreign impor- 
tations. 

Of the non-ferrous metals, there is 
none which can boast the accom- 
plishments of nickel. Production 
and consumption attained a new 
high level in 1935 and again last 
year. This achievement reflects 
principally the expanding use of 
nickel as an alloying metal and the 
development of other new commer- 
cial fields for the metal in the years 
since the War. Armament pro- 
grams, however, have undoubtedly 
accounted for an increasing propor- 
tion of consumption in_ recent 
months. In the extraction of nickel, 
large quantities of copper and other 
non-ferrous metals are produced in 
substantial quantities. Obviously, 
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therefore, the nickel industry has 
| been particularly benefited by the 


' constructive events which have been 
detailed here. 

In contemplating the various 
securities of companies identified 
with the non-ferrous metal indus- 
iries, the investor cannot avoid not- 
ing that current prices place a gen- 
erous valuation on recent earnings 
and near term prospects. In other 
words, as a group they are not par- 
ticularly cheap. It is unlikely, how- 
ever, that over the longer term this 
group of securities will fail to profit 
marketwise by the constructive 
factors present in the 1937 prospect. 





Tide Water's Expanding 
Future 
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anew management, but one domin- 
ated by successful oil men. The other 
alternative would be a withdrawal 
by the Getty interests and possible 
liquidation of their Tide Water hold- 
ings, partly through private sale and 
partly in the market—in which event 
there might be substantial decline 
in the equity. 

Whether a compromise is possible, 
this writer does not know. On the 
evidence, there is no apparent issue 
of mis-management but purely a 
pocket-book clash. One might con- 
clude that it must be a good pro- 
perty, for otherwise oil men “in the 
know” and “in the money” would 
not be fighting for control of it! Yet 
the conflict does inject an element 
of uncertainty into the picture. 
There is additional immediate un- 
certainty in a suit just brought by 
a minority stockholder in the Asso- 
ciated Oil Company, seeking to block 
recently approved merger of that 
company and the Tide Water Oil 
Company with Tide Water Asso- 
ciated Oil Company, which holds all 
but a minor percentage of the stock 
of the two subsidiaries. The purpose 
of this merger is merely to simplify 
the corporate structure, with result- 
ant saving in taxes and other costs. 

On the whole, taking these con- 
troversies into account, along with 
the basic factors above discussed, we 
must conclude that the stock ap- 
pears a safer speculation for the 
long term than for intermediate 
trading purposes. 
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Two New Books 


for the Business Man! 





UNITED STATES 
MASTER TAX GUIDE 
FOR 1937 $1.00 


Based on the Revenue Act of 1935, as 
amended in 1936, and the regulations, rul- 
ings and decisions under present and prior 
laws, to 1936, the Commerce Clearing House 
has published a complete Guide upon Fed- 
eral Tax problems. In a brief span of 235 
pages, including a topical, alphabetical in- 
dex, this compendium covers every type of 
tax levied by the Federal Government. 


A single reference “opens the book” on the 
subject of interest in all its phases, and to 
its great number of interpretative matters 
that are the basis for each of the succinct 
statements in this Guide. The explanatory 
compilation consists of twelve divisions. The 
first of these “Tax Rate Tables: Tax Calen- 
dar” division, enables the reader to find 
quickly any given tax rate, and the dates on 
which the different taxes are due. 


From this point the text goes on to enumer- 
ate the regulations, rulings and decisions 
covering income tax, rates, exemptions, sur- 
tax, capital stock tax, excess profit tax, 
estate tax, excise tax on facilities—on sales; 
occupational taxes, tax status of government 
issues, stock bonuses, capital gains and 
losses, reorganizations, partnership prop- 
erty, sales of securities, interest, dividends, 
pensions and compensations, wash sales, de- 
preciation, etc. Of helpful interest will be 
paragraphs on Tax Avoidance vs. Tax 
Evasion. 


All in all, the complexities of the Federal 
Tax program make this handbook a virtual 
necessity in filing either an individual or 
corporate return. 


2 








THE NEW DEAL 
AN ANALYSIS AND APPRAISAL 


Editors of The Economist $1.50 


Frequently it happens that an outsider is a 
far better judge of our own problems than 
we who are emotionally and _ personally 
affected by them. This new analysis of the 
New Deal is really non-partisan and objec- 
tive, for it was written from the vantage 
point of thirty-five hundred miles and from 
the point of view of men who are not 
immediately concerned with the problems of 
the United States. 


In a series of twelve chapters, written con- 
cisely and clearly, they discuss the history, 
aims, and actual accomplishments of Mr. 
Roosevelt’s first four years. They take up 
each phase separately: unemployment, pub- 
lic works, housing, industry and labor, agri- 
culture, banking, the budget, inflation, trade, 
securities, and power. In each chapter an 
attempt is made to sketch the situation at 
the pit of the depression; to outline the 
remedy adopted; to record the results. inso- 
far as they emerge in a form susceptible of 
record; and to suggest a conclusion on the 
merits of the experiment. 


The final chapter discusses the reasons for 
Mr. Roosevelt’s election for a second term 
and the nation wide change in the people’s 
attitude toward him. In comparison with 
the absolute standards of Utopia, the New 
Deal has been a failure, the authors con- 
clude; but if it is compared with either the 
achievements of other governments or with 
the situation which confronted it in March, 
it is a striking success. The authors con- 
clude that although Mr. Roosevelt may have 
given the wrong answers to many of his 
problems, he is at least the first President of 
modern America who has asked the right 
questions. 
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Your Investment Position 
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the income from bonds, but even so 
he will accept the possibility of such 
a loss in real value. Indeed, he 
might foresee the time when the ris- 
ing cost of commodities in his busi- 
ness would leave him with insuffi- 
cient working capital to carry on 
properly and in this case the fact 
that a substantial sum of money 
could be raised by the sale of his 
bonds would be very comforting. 

There is hardly a limit to the in- 
dividual circumstances which will 
play a part in deciding between 
stocks and bonds and how much of 
each. Nor, having settled the mat- 
ter under one set of conditions, is 
there any reason why it should 
stand fast through another, and en- 
tirely different, set of conditions. 
Between 1929 and 1933 the port- 
folio of the successful investor 
would have shown a much larger 
percentage of bonds than the same 
portfolio would show today. More- 
over, the character of the stocks 
then and now would not be the 
same. The stocks of the depression 
era would be in smaller quantity 
and what there were of them would 
be largely of companies in consum- 
ers’ goods. Today, the proportion 
of stocks is larger and most of them 
will be representative of heavy in- 
dustries. As the recovery proceeds 
—and making the not-unreasonable 
assumption that depressions have 
not been scotched forever — there 
will come again a time when a drift 
from stocks to bonds will be the 
wiser course. 

As was said at the beginning of 
this discussion, a periodic review of 
one’s investments is apt to bring to 
light “stale” situations which are be- 
ing maintained only because of gen- 
eral objection to accepting a loss. 
A situation is “stale” on the face of 
it when, after the stock has been 
held a reasonable length of time 
(several months) it has made no 
worthwhile gain in the face of gen- 
eral advance. It must then be re- 
appraised: if the conditions which 
induced the investor to buy it in the 
first place are still operative, it may 
be held. If the conditions have 
changed for the worse, the stock 
should be sold regardless of the rela- 
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tionship between current price and 
purchase price. The real test in 
these cases is quite simple: the in- 
vestor should ask himself whether, 
if he owned no stock, he would buy 
it at present prices. If he is not 
willing to do this, the issue should 
be sold and the money reinvested 
elsewhere under more promising 
circumstances. 

Whether or not the average in- 
vestor should keep any material 
portion of his capital in liquid form 
in order to take advantage of future 
opportunities is debatable. In the 
first place, it is costly because of the 
loss of income. In the second place, 
there is grave danger that the spe- 
cial opportunity will not develop 
and, tired of waiting, that he will 
end by buying a standard stock ten 
or more points above that for which 
it could have been obtained previ- 
ously. While investments should al- 
ways be made only after considerable 
investigation, we do not think the 
average man will gain in the long 
run by deliberate delay. 

The accompanying table is illus- 
trative of principles only: there are 
substitutions for both the stocks 
and the bonds. The table as it is, 
moreover, would require a large sum 
of money. There is no objection to 
smaller quantities being bought, nor 
to some reduction in the number 
of issues, although diversification 
should not be sacrificed to too great 
an extent. Adapted in this way and 
also to the particular needs of the 
individual as has been outlined, we 
believe that it will prove helpful. 





National Malleable & Steel 
Castings Co. 
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for earnings are not only a mat- 
ter of volume but of profit mar- 
gins. However, the company has 
made money in the past when 
the volume of business was rea- 
sonably large and should be able 
to do so again. Certainly the man- 
agement can be counted upon to 
put forth its best efforts: with few 
exceptions the officers and directors 
hold a substantial stock interest in 
their own company and, as is only 
right, will themselves benefit from 
increased dividends. Last year 
stockholders received total payments 
of $2 a share. If the present pros- 


pect materializes, dividends this year 
may well be considerably larger, At 
current quotations, of course, the 
stock is discounting the future ty 
some extent, but at $55 a share jt 
does not appear that an excessive 
amount is being charged for “hope.” 





A Preview of 1937 
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1929 and the factors which have pro- 
duced this improvement can be ex- 
pected to continue operative during 
1937. There is still in use a large to- 
tal of worn or obsolete office equip- 
ment, reflecting sub-normal pur 
chases during the depression years. 
This accumulated demand, becom- 
ing more and more effective as ex- 
pansion in general business activity 
creates requirements for larger cleri- 
cal forces, is strongly in the indus- 
try’s favor. A second foundation of 
greater volume centers in social se- 
curity and business legislation, due 
to the more voluminous and com- 
prehensive records that will have to 
be kept by all business firms. The 
outlook for increased export sales 
is likewise favorable. 

The machine tool industry is 
likewise closing its best quarter since 
1929 and the first quarter outlook 
is favorable. Largest gains can be 
expected, however, in heavy ma- 
chinery since recovery here has but 
recently assumed confident momen- 
tum, while lighter machinery is 
much closer to normal volume. A 
year ago a survey made by the 
Machinery and Allied Products In- 
stitute, covering some 90 per cent 
of the total volume of machinery 
production, estimated the potential 
demand at $19,000,000,000. Expan- 
sion of volume during 1936 has 
eaten but a small way into this 
figure. Both the domestic and the 
export outlook are highly favorable 
for the first quarter. 


METALS—The demand for the 
chief non-ferrous metals — copper. 
lead and zinc — appears insatiable 
and for the first time in years we 
see a sellers’ market prevailing. 
While the armaments race in Europe 
is unquestionably a supporting ele- 
ment, especially in the case of cop- 
per, the fact remains that our do- 
mestic consumption likewise is show- 
ing a vigorous recuperation. Fur- 
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ther gains in the motor industry, in 
construction and in electrical equip- 
ment may be counted on to provide 
good business during the first quar- 
ter. The position and prospect of 
the metals is discussed in detail in 
a special article elsewhere in this 
issue. 

Above we have covered the basic 
industries whose fluctuations in vol- 
ume exert a dominant influence on 
the course of the composite business 
index. Among others, aircraft en- 
ters the best year in its history, due 
both to military demand and growth 
in commercial transport. Better pic- 
tures and rising public purchasing 
power point to an excellent year for 
the motion picture industry. The 
chemical industry, of course, will 
show further expansion. House fur- 
nishings appear in for a banner busi- 
ness. Consumption of liquor points 
upward. The paper industry, espe- 
cially the Kraft division, will have 
a good first quarter. Government 
orders assure large volume for the 
shipbuilders. The present textile 
boom seems to have at least several 
more months to run. Electric out- 
put is certain to make further gains. 
Retail trade should be up at least 
8 to 10 per cent. 

On the whole, the outlook for first 
quarter business is good, with the 
reservation that a further spread 
of labor troubles may possibly re- 
tard the advance and produce a tem- 
porary recession. 





Seasonal Opportunities and 
Warnings in Four Im- 
portant Industries 
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tion may be made for the shares 
of the mail order companies which, 
despite the large urban sales out- 
lets are more sensitive marketwise 
to agricultural developments. As 
pointed out elsewhere, the outlook 
for farm purchasing power this year 
continues favorable. 


Farm Implement Sales Should 
Expand 


As might be supposed the biggest 
factor determining the outlook for 
the farm equipment industry is farm 
income. Up to the end of last Sep- 
tember, farm income totaled $5,434,- 
000,000, an increase of $600,000,000 
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New York Curb Exchange 














ACTIVE ISSUES 


Quotations as of Recent Date 


1936 
Price Range 
. — Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer.......... 2 87 133% 
Amer. Cyanamid B (+.€0)..... aa 29%, 34 
Amer. Gas & Elec. (1.40)..... 413%, «335%, «= 39%, 
Amer. Lt. & Tr. (1.20)........ 25% 17 201 
itis Coe. (G0)... 56050065 174%, 11% 16 
Bower Roller Bearing (1214). . 31 20% 28% 
eR rere 7144 3 3% 
Cities Service Pfd............. 66 41% 52 
Colum. G. & E. cv. Pfd -- 116% 86% 88 
Commonwealth Edison (14).... 119 97 1171 
COMPOS SHOE C19). «06 o0030000 19 114 16% 
Consol. Gas Balt. (3.€0)...... 94) 84 87% 
Creole Petroleum (1.50)....... 37} 19 37% 
Doehler Die — +.) 38% 27 354 
Elec. Bond & Share........... 27 153% 21% 
Elec. Bond : Shere ag (6)... 881 744%, 78% 
Ex-Cell-O A. & T. (1.60)..... 23 144%, 1834 
Ford Mot. Gta. HANG. 28 21% 
ere 18%, 13%, 11% 
Glen Alden Coal (j1)........ 181 13%, 14 
Hall Lamp (.80)............. 8%, 5% 6 





1936 
Price Range 
—————. Recent 

Name and Dividend High Low Price 
GuHONE bora cwestazaneves 55% 54 54% 
Hudson Bay M. & S. (1)...... 34% 2234 33% 
Humble Oil (19)... occas 76% 57 75% 
Imperial Oil (7.50)........... 24) 193%, 201 
Iron Fireman (71)............ 31) 224% 24 
Lake Shore Mines ({4)....... 62 51 58% 
ee eG) 554% 34%, 38% 
Mueller Brass (11). .......... 46 234%, 43 
National Sugar Ref. (2)....... 304% «23 25 
Newmont Mining ({334)...... 119 = 114} 
Niagara Hudson Power....... Her} 7 16 
New Jersey Zinc (12)........ 92 po 82 
Pan-Amer. Airways (71)...... 66 45%, 58) 
Pepperel Mfg. (16) ea 149%, 55 132 
Pitts. Plate Glass ({6)......... 140 98% 125 
Sherwin-Williams (4)......... 117 136 


145} 
South Penn Oil ({114)........ ah 
United Shoe Mach. (i2%).... 94 83 92 


t Annual rate—not including extras. 
t Paid this year. 





over the corresponding period in 
1935. Cash income in September 
from sales of farm products and gov- 
ernmental payments amounted to 
$760,000,000, the highest for that 
month since 1930. Of particular sig- 
nificance was the fact that govern- 
mental payments accounted for only 
$6,000,000 as compared with $57,- 
000,000 in September, 1935. Gov- 
ernmental payments to farmers in 
the first ten months of 1936 were 
$210,000,000 as compared with 
$407,000,000 in the corresponding 
period of 1935. Thus, the increase 
in farm income last year reflects 
solely the returns from the sale of 
farm products. 

The importance of the substantial 
upturn in farm income last year lies 
in the fact that current purchases of 
farm implements and machinery us- 
ually reflect the conditions of the 
preceding year. 

Still the gains of the past year 
might be less important were it not 
for the bright outlook for the com- 
ing year. The annual farm outlook 
prepared by the Department of Agri- 
culture forecasts a continuation of 
the upward trend in farm income 
and a larger demand, both foreign 
and domestic, for farm products. 
And aside from these factors of eco- 
nomic origin, the conviction has 
taken hold that the Federal Gov- 
ernment is more or less committed 
to maintenance, through one sub- 
sidy device or another, of farm pur- 
chasing power at a favorable level. 


The farmer is well aware of the 
advantages of mechanized farming 
and for the potential demand both 
for new and modern farm machinery 
to become effective requires only 
the ability of the farmer to buy. It 
has been estimated that necessary 
replacements alone, sufficient to 
bring farm mechanization up to the 
level of pre-depression years, would 
require purchases of upwards of half 
a billion dollars. 

The farm equipment industry is 
subject to seasonal impulses, sales 
rising in the spring planting season 
and the fall harvesting season, and, 
of course, the industry is subject to 
the unpredictable vagaries of the 
weather, and their effect upon crops. 
During the past year, however, the 
drought was considerably alleviated, 
insofar as the earnings of farm equip- 
ment manufacturers were concerned 
by sustained sales in sections unaf- 
fected by the drought. Higher prices 
for farm machinery were also a fa- 
vorable factor. 

With every tangible indication 
pointing to further gains both in 
sales and earnings this year, the 
shares of leading farm equipment 
manufacturers continue to invite in- 
vestment confidence. New commit- 
ments made at this time should be 
a profitable venture and if the prom- 
ising prospects for the industry are 
borne out in the spring selling sea- 
son, farm equipments as a group, 
would be entitled to a market move- 
ment of profitable proportions. 











Sharing in Dynamic New 
Industries 
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several of the largest motor car man- 
ufacturers, and it is not difficult to 
concede the dynamic character of 
the diesel motor industry. 

The total production of synthetic 
resins, or plastics for 1936 will prob- 
ably excede a hundred million 
pounds. During the past ten years 
the growth of the plastic industry 
has been truly phenomenal and 
through constant research plastics 
have been adapted as substitutes 
for rubber, wood, marble, brass, cop- 
per, steel and glass. Plastics have 
the advantages of simple manufac- 
ture, ample raw materials and com- 
paratively low cost. A most impos- 
ing list of products could be com- 
piled of the uses which have been 
discovered for plastics and there is 
hardly a major industrial field in 
which they are not used in one form 
or another. As a product plastics are 
not new, but as an industry it is, and 
the rapid strides already made would 
seem to be no more than an indica- 
tion of its potentialities. 

The rayon industry is not new in 
the full sense of the word. Nor are 
the aviation and radio industries. 
But as industries they have yet to 
reach their maximum development 
and earning power. Despite capac- 
ity production, leading rayon manu- 
facturers have been hard pressed to 
keep up with demand. Demand for 
aircraft is being given a considerable 
fillip by national defense prepara- 
tions both in the United States and 
abroad, while the growing popular- 
ity of air transportation would seem 
to assure continued expansion of 
both new and existing routes. Prin- 
cipal interest in radio at the present 
time springs from the _ possibilities 
inherent in television. While some 
time may elapse before television 
is commercially feasible, experiments 
are continually being carried on and 
although television at the moment 
is no more than a speculative prom- 
ise, it is the sort of development 
which may be perfected virtually 
over night. 

To the investor desirous of par- 
ticipating in these newer industries, 
the accompanying tabulations offer 
a considerable choice of representa- 
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tive companies which by virtue of 
their established position can be 
counted on to take full advantage 
of their opportunities. In some cases 
it may be wisest to seek participa- 
tion in the industry through those 
companies which are wholly or pre- 
dominantly engaged in it (companies 
indicated by a star). In other in- 
dustries, the longer established or 
more diversified company may com- 
bine the advantages to be expected 
from the new industry with profit- 
able operation in other lines. For 
example in the Air Conditioning In- 
dustry, Carrier Corp. is the only 
company listed which is wholly de- 
voted to this field. On the other 
hand participation in the growth of 
air conditioning may be had through 
Kelvinator, combined with the elec- 
tric refrigerator business or through 
American Radiator with a simul- 
taneous stake in building or through 
General Electric or Westinghouse 
plus the profits which may accrue 
from a very diversified line of large 
and small electrical equipment. 





How Will Building Go This 
Year 
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with $194; Beverly Hills, Calif., with 
$185, and so on. Now these are in 
general rich men’s towns. Compare 
this building volume with a very ac- 
tive center such as Detroit with $20 
per capita; Cleveland with $14; Bos- 
ton with $9; Chicago with $4 and so 
on. Many rich men’s towns as well 
as the very prosperous sections of 
the population in general, will have 
completed most of their home build- 
ing by 1937 or latest 1938. Even be- 
fore that, the home building indus- 
try will stand or fall by its ability 
to satisfy the pocketbook of the 
masses. 

Like any other industry that goes 
after the consumer’s dollar, there 
must of course be a satisfactory re- 
lationship between the cost of the 
article and the pocketbook of the 
masses if a mass market is to be de- 
veloped. The basic rule of the cor- 
ner store applies,—the article must 
be priced right. In 1929 according 
to Brookings Institute 59.5 per cent 
of American families had incomes 
below $2,000. This means,—if we 
respect the old banker’s rule “That 


a prospect cannot afford a home that 
costs more than twice his annual jp. 
come”—that 59.5 per cent of ow 
people at 1929 income levels cannot 
afford a home that costs (together 
with land) more than $4,000. Will 
the home building industry be able 
to deliver a satisfactory home at 
that price after the demand of the 
more prosperous has been satisfied? 
On that depends the volume of home 
building in the present building 
cycle. 

This writer has estimated that 
somewhere between 215,000 and 
300,000 homes will have been built 
in 1936 by the time the year has 
drawn to a close. I have further 
estimated that very roughly 425,000 
will be built in 1937 provided there 
is no steep upward climb in building 
costs. If the latter, however, should 
occur, the building industry will 
have run into a first class obstacle 
that will separate it from the mass 
market. 

What are the facts regarding 
building costs? The Department of 
Labor’s wholesale price index shows 
a rise of only 1.4 per cent in building 
material prices as a whole, but this 
conceals the fact that lumber is up 
fully 5 per cent and lumber is dis- 
proportionately important in_ the 
great bulk of our homes. A definite 
shortage is developing in certain 
classes of skilled building labor but 
at present is confined to only a few 
centers. But there is danger that 
this shortage, due to aging and die- 
ing off of the older skilled workers 
very inadequately replaced by new 
blood during the depression, may 
become more widespread as the re- 
covery moves on. The Federal 
Home Loan Bank Board began in 
January 1936 to report the cost of 
building identically the same house 
in a larger number of cities scattered 
throughout the country and reap- 
praises the cost every three months. 
A decided although not dangerous 
rise in cost is indicated in some 
cities, offset however by declines or 
very little change in other centers. 
As this is the first year of these fig- 
ures, we must make allowance for 
some inaccuracy. 

Cost indices such as the above, 
however, do not tell the full story. 
The building industry is ingenuous 
and there are many ways of skin- 
ning a cat. Prices of both building 
labor and materials may go up, and 
yet the average cost per house may 
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come down. There has been a trend 
in this direction this year through 
the relatively rapid growth of the 
development house, built sometimes 
by the hundred in one project and 
therefore with a maximum efliciency 
in the use of labor, overhead and 
even materials. Finally as pointed 
out already, the size or area of the 
house (and therefore the cost) has 
been cut down decisively as com- 
pared to the average house built to 
the owner’s order. But of course 
there is a limit to which costs can be 
decreased by these methods. 

This writer stated almost 2 years 
ago that, other things being equal, 
building would develop when it be- 
came cheaper to build than to buy. 
Of course that is obvious, but in con- 
nection with this, there is an impor- 
tant angle about which we should 
not deceive ourselves. The wreckage 
from the depression has by no means 
been entirely cleared away. The 
Building and Loan Associations re- 
ported $274,537,000 of real estate 
owned at end of 1931. Most of this 
was foreclosed property, largely 
homes, and represented 3.3 per cent 
of their total assets. But at end of 
1935 they reported $615,607,000 of 
such real estate holdings, over 10.4 
per cent of their total assets. Here 
isa vast amount of property, prob- 
ably a good deal over 100,000 homes 
that the Associations would like to 
get rid of, and very naturally so. If 
building costs go up too drastically, 
agood many prospects will turn to 
buying these homes instead of build- 
ing new ones. 

Furthermore, the Building and 
Loan Associations are not the only 
unwilling owners of vast numbers of 
foreclosed homes. The Savings 
Banks are in the same boat and so 
are the Life Insurance Companies. 
The latter reported $345,490,000 of 
real estate at end of 1929, 2.2 per 
cent of their total assets. But by 
end of 1935, these real estate hold- 
ings had risen to the huge sum of 
$1,905,000,000 or 8.9 per cent of their 
assets. True, by no means all of this 
is homes. A sample study by the 
Federal Home Loan Bank Board as 
of December 31, 1934 would seem to 
indicate that about 41 per cent was 
1 to 4 family non-farm homes, 2.5 
per cent multi-family dwellings and 
most of the remainder farm prop- 
erty. Even although we cannot ap- 
ply these percentages to the total 
of almost $2,000,000,000 of Life In- 
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surance Company real estate hold- 
ings, we can be pretty certain that 
they have a very great number of 
homes that will become available for 
purchase when building costs are 
high enough. These great holdings 
still overhang the market, and in 
spite of our known and ever growing 
housing shortage, they will act as 
brakes on the construction of new 
homes unless building costs are kept 
down. 

We may well close this discussion 
by repeating that the volume of 
home building in 1937 will be a re- 
sultant of certain factors among 
which cost of building and the in- 
come of the average American will 
be the controlling ones. 





The Changing Status of 
European Bonds 





(Continued from page 346) 


Great Britain is meeting in full 
the service on her 514% bonds 
which are scheduled to mature Feb- 
ruary 1, 1937. A suit has been 
brought against the government 
asking for payment in gold or its 
equivalent. Only about $20,000,000 
remain outstanding out of an origi- 
nal issue of $143,587,000, the balance 
having been converted into an In- 
ternal 214 %Loan on the basis of 
£260 par value of Sterling bonds for 
each $1,000 of 514s. 

Greece is meeting the interest 
on her dollar bonds at the rate of 
40% of par amount, and points with 
pride to the fact that she is doing 
for American bondholders more than 
her neighbors, the other Balkanic 
Kingdoms. 

Hungary, although not strictly 
speaking a member of the Balkan 
group, is meeting the service on her 
debt in truly Balkan fashion: Direct 
bonds of the Government, floated 
under the auspices of the League of 
Nations and scheduled to pay 714%, 
pay only one-half of that amount. 


For the balance, the Hungarian 
Government is issuing Treasury 


Bills which it (the Government) is 
prepared to repurchase at 10% of 
the face value. All other Hungarian 
debtors, with the exception of the 
Hungarian land reform society, are 
depositing native currency up to 
5% (regardless of stipulated rates 
of interest) for transfer abroad 


when and as conditions will allow. 
The Land Reform Society pays 
nothing on its $24,000,000 par value 
of bonds which are held as partial 
security for a $50,000,000 loan 
floated in the United States on be- 
half of the ill-fated Kreuger & Toll 
Company. 

The Free State of Ireland has 
met promptly the service on its 
dollar loan outstanding in the 
amount of only $1,200,000 of an 
original issue of $150,000,000. 

Despite the economic and finan- 
cial difficulties which have con- 
fronted Italy during the past few 
years, the full service on all Italian 
dollar bonds has been met promptly 
to date and it is confidently ex- 
pected that the excellent record of 
the country will be continued. 
Italy’s situation, especially with re- 
gard to the service on her external 
commercial engagements, has greatly 
improved due to the fact that well 
over 50% of the long-term foreign 
indebtedness has been repatriated. 
In the case of Italy, which has faith- 
fully discharged her engagements, 
repatriation is highly commendable. 

Norwegian dollar bonds have 
been serviced promptly. The per- 
fect record of the country, its polit- 
ical sub-divisions and corporations, 
enabled the Kingdom and its capi- 
tal city, Oslo, to effect successfully 
refunding operations, resulting in 
considerable savings to the bor- 
rowers. 

Poland’s disregard for the rights 
of American creditors is almost as 
notorious as that of her western 
neighbor, Germany. Announcement 
was made recently that the service 
on the various Polish dollar bonds 
would henceforth be paid in native 
currency which will be deposited 
to the credit of bondholders. It 
is suspected that Poland wishes to 
emulate Germany’s example. By 
suspending payment on her bonds, 
she will force down prices, enabling 
the Government to repatriate obli- 
gations to the great detriment of 
her American creditors. A Polish 
Debt Commission has been in the 
United States for the past several 
weeks. Those familiar with Poland 
and her tactics as a borrower are 
not very optimistic as regards the 
fate of American holders of Polish 
loans. 

Although among the last Euro- 
pean countries to borrow in the 
United States, Rumania was among 
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the first to.default. More than three 
years ago, the country agreed to 
meet the interest on its 7% bonds at 
rates varying from 50% to 55% 
of the face amount of the coupon. 
Only one payment was made in 
accordance with this plan. Subse- 
quent payments are understood to 
have been deposited in _ native 
currency, but the transfer of funds 
has not been permitted. A Ru- 
manian Debt Commission is now 
meeting at Paris and it is reliably 
reported that the Government will 
promise to pay 60%. The position 
of the American holder of Ruman- 
ian bonds is unchanged: heretofore 
he was promised 53-55% which he 
did not receive. In the future he 
will be promised 60% which he will 
not receive. 

With the return of the Saar 
Basin to Germany early in 1935, 
it was obvious that the status of 
the various Saar bonds would be 
equal to that of the German issues. 
Of the three dollar obligations out- 
standing in the American market 
aggregating less than $3,000,000, the 
two 6% issues of the Saarbruecken 
Mortgage Bank are in complete de- 
fault. Interest due July, 1936, on 
the City of Saarbruecken 6s of 

53 has been paid. Complete 
It does not seem improbable. 


eden’s record in the Amer- 
market would have been with- 
lemish had it not been for the 
‘ties in the United States by 
ite Ivar Kreuger, head of the 
tic match combine. The col- 
of the latter resulted in the 
It of the various Kreuger bonds 
ucregating about $150,000,000. The 
reorganization of the bankrupt prop- 
erties is virtually complete and it 
is expected that holders of the 
Kreuger & Toll 5% bonds will 
collect in the neighborhood of 45- 
50 cents on the dollar while investors 
(sic) in the International Match 
bonds will ultimately receive about 
30 cents on the dollar (15% has 
already been distributed) . 


Yugoslavia’s fiscal record is typi- 
cally Balkanic: replete with com- 
plete or, at best, partial defaults. 
The interest on the Kingdom’s direct 

contingent bonds is scheduled 
ve paid to the extent of 15% in 
and 55% in 5% Funding 
ds. The remaining 30% is to be 
| to buy bonds in the open mar- 
An issue of $22,000,000 of 
ian 614% bonds has been in 


complete default since June, 1932. 
These bonds are held as “security” 
for the Kreuger & Toll 5% Loan 
of 1959. 

Why American investors, institu- 
tions as well as individuals, chose to 
travel three to five thousand miles 
across the Atlantic Ocean to lose 
money is a mystery which the finan- 
cial historians of the future may be 
able to solve. 





Understanding Today's Mar- 
ket Fluctuations 
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the point where an advancing phase 
was imminent. A graph of price and 
volume movements in Radiator is 
presented herewith. Over the time 
interval from A to D (these points 
indicated on the graph) it will be 
seen that the price fluctuated within 
a limited range; in other words, a 
“line” was formed in the price move- 
ment. Such a development usually 
means that a stock is being either 
accumulated or distributed, in the 
view of chart theorists. But toward 
the end of this particular formation, 
another technical formation of real 
significance took substantial shape, 
constituting a signal that the next 
important move in the price would 
be upward. In the month of No- 
vember an inverted “head and 
shoulders” outline appeared in the 
price movement (B—C—D on our 
graph) confirmed by concomitantly 
declining volumes of transactions. 
Following completion of the right 
“inverted” shoulder at D, the stock 
immediately became strong on very 
substantially higher turnover, Lreak- 
ing through the upper resistance 
level of the long “line” from A to D. 
At last, American Radiator, with 
more than ten million of shares out- 
standing, had built up such a firm 
technical foundation that a turn in 
market sentiment toward the issue 
resulted in a real move above re- 
sistance levels that had not been 
penetrated over a four months 
period. The outlook for building 
construction, in our opinion, is suf- 
ficiently promising to fully justify 
the recent upward price movement 
in American Radiator & Standard 
Sanitary. 

Speculation in the railroad equip- 
ment stocks has also been proceed- 


ing apace. This article in the De 
cember 19, 1936, issue discusseg: 
many of the technical indications of 
strength displayed by individual 
stocks in this interesting group) 
American Car & Foundry has con 
tinued its advance on good volume, 
American Locomotive has recently: 
reached new high prices after leveh 
ing off temporarily, following a spec: 
tacular “straight - line” advance,” 
American Steel Foundries appar! 
ently has recently been engaged in? 
digesting its gains at around the. 
sixty level, with lower volumes of} 
trading. General Railway Signal hag 
continued to rise in price on rela- 
tively large turnover; and Pullman, 
Inc., and Westinghouse Air Brake’ 
have more recently displayed mar } 
ket actions indicative of the promise | 
of near-term advance. Concentrated | 
market interest in these stocks hag _ 
been kept alive by news of addi” 
tional orders from the railroad com- 
panies, and the increasing necessity” 
on the part of the roads to replace | 
and repair their rolling stock and’ 
other equipment. 





Happening in Washington — 
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Wagner act repeal will be sought 
by A. F. of L. unless labor relations 
board stops playing into hands of 
industrial unions, is report now go! 
ing rounds. In its drive on company_ 
unions and in other activities board 
keeps opening way for expansion 
of CIO-type unions at expense of 
old-line trade unions. This is natural 
since CIO is far more aggressive! 
than trade unionists, but A. F. of L. 
is said to be so incensed that it may 
turn against law it once called 
“labor’s magna charta.” 

Supreme Court arguments of 
group of Wagner act cases have 
been postponed from January to) 
February expressly to permit Jus-] 
tice Stone to recover from recent 
ailment and participate. His known) 
liberal views will increase chances) 
of law being upheld. . 


Guffey coal bill jockeying will feax 
ture new bituminous wage negotiae 
tions starting in mid-February. Like 
1935, threat of mine shut-down 

be dangled before Congress to fore: 
enactment of coal control bill favored! 
by miners and some operators. ~ 
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